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OF PUBLIC CREDIT. 

' ■ \ 

■CHAP. I. 
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Of the various Confequences of Public Debta 

Th £ principles •which influence the docflrine of 
public credit are fo fevv, and fo plain, that it is fur- 
prifmg to fee how circumAances could poffibly in- 
volve them in the obfcurity into which we find 
them plunged on many occafions. , 

‘Fertile better clearing the way towards the main 
objeft, I fliall fiiow, from experience, and from the 
progrefs of public credit income nations, that the 
true principles have' been overlooted , and con- 
founded fo with * extraneous objecls, as to ba 
entirely loA. , ' . 

The true method of deciphering, as it were, th« 
complicated operations of Aatcfmen with refpe£l to 
VoL. V.‘ . * • .‘B 
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this branch, is to bring back to their native fimpli- 
city fuch plans ofadminiAration, as, from llie infinite . 
perplexity of them, make people believe, that the 
principles which influence this diflri£I of fcience lie 
fo involved, as to require a peculiar force of genius 
even to comprehend them. 

By proceeding in this plain track, and by keeping 
the principles conAantly in view, the moft perplexed ’ ^ 
fyflems of borrowing , funding , ftock - jobbing, 
coining and re-coining of money, changing the 
,*veight, finenefs, and denominations of fpecie, cir- 
culating paper in conjundlion with it, impofing upon 
mankind with bubbles and bankruptcies, and cal- 
ling them operations of public credit, may be ren- 
dered intelligible to the mofl flender capacity. 

Many of thefe topics have been already explained, 
and dil’miffed. This will enable us to contrail the 
plan of what rerjrains in proportion to the objects it 
is to comprehend. 

Public credit wc have defined to be, the confidence 
repofed in a ftate, or body politic, borrowing money, 
on condition that the capital fliall not be demandable, 
but that a certain proportional port of the fum fiiall 
be annually paid , either in lieu of intereft, orinex- 
tinilion of part of the capital; for the fecurity of 
which payment, a permanent annual fund is appro- 
priated, witli a liberty, however, to the flate to fet 
itfelffree, by repaying the whole, when nothing to 
the contrary is flipulated. * .■ 

In this definition 1 have put in an alternative, of 
paying a perpetual intereft for the money borrowed, 
or of paying annually a fum exceeding the intereft ; 
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which excels is intended to extinguifii thecapit,il in a 
certain number of years. In both cafes, the annual 
payment is called an annuity. When it is exactly 
equal to the interefl agreed on, it is called perpetual; 
and determinate, when granted either for life, or for 
a certain number of years. 

The folidity of this fecurity is effential to the bor- 
rowing upon the cheapeft terms: let mefuppofe it to 
be as folid as land-property, and as permanentas go- 
vernment itfelf : what will the confequence be ?, 

If we fappofe government to go on in increafing, 
every year, the fum of their debts upon perpetual 
annuities, and appropriating, in proportion, every 
branch of revenue for tlte payment of them ; the coq- 
fequence will be, in the hi ft place, to tranfport , in 
• favor of the creditors, the whole income of the ftate, 
of which government will retain the adminiftration. 

The farther confequences of this revolution will 
furnifh matter for a chapter by itfelf. 

I the borrowings of a ftate be only in proportion 
to the extinftion of the old capitals, or of what 1 have 
called determinate annuities, then the debts will 
not increafe. ^ 

When a ftatefman, therefore , eftabliflies a fyftem 
of public credit , the full objedl which fliould fix his , 
attention is to calculate how far the conftitution of • 
tlie ftate, and its internal circumftances , render it ’ , * 

expedient to throw the revenue of it into the hand* 
of a money’d intereft. 1 lay, this is the moft important < 

objed, of his deliberation; becaufe the folidity of his t* 
credit depends upon it. 

If, all the interefts of the ftate duly confidered, - • 

B a ' 
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that of trade be found to predominate, lefs incon- 
venience will be found in allowing the money ’d in- 
tereft to fwell ; but in monarchies, where the landed 
intereft is the moft powerful, it would be dangerous 
to ere£l fo formidable a rival to it. In political bodies 
every feparate intereft will confult its own ; and in 
the conteft between thofe who pay , and thofe who 
receive the taxes, under the denomination of credi- 
tors, the fecurity of public credit becomes precarious; 

F rom this we may conclude, imo. That in govern- 
ments where the fwelling of a money ’d intereft is 
found to threaten the tranquillity of the ftate, care 
fhould be taken either to eftablilli a finking fund, for 
paying off, in times of peace, what may have been • 
borrowed in times of war, or the plan of borrowing 
upon determinate annuities muft be eftabliflied. 

ai/ojif natural caufes be left to work their owm effe£lSj 
without a fyftematical plan of borrowing, the con- 
fequence will be a bankruptcy , and a total failure of 
public credit, atleaft forfome time. 

3 /jo, If a ftate fhould find the mafs of their debts to 
amount to fo great a fum as to be infupportable, they 
might have recourfe to a total, or partial abolition of 
them by an a£l of power. 

4/0, If they allow their debts to fwell without limi- 
tation, and adhereto thefaith of their engagements, 
the whole property of the ftate will be in conftant 
circulation, from one clafs of men to another. 

5/0, If the debts contrafled be the property of 
‘foreigners, thefe will either remove into the country, 
where their funds arife, or the property, thatis, the , 
dominium, utile 6 t the country, will be transferred 
from the natives. 
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Thefe and many other combinations will arife 
from the extenfion of public credit; and an exami- 
nation of the mofl natural confequences upon every 
fuppofition, will be the belt way to acquire a diflin^ 
idea of thefubjeil in general. To pretend to foretel 
any one certain chain of confequences, which may, 
in fa£l, refult from any combination, is, I apprehend, 
impoffible; becaufe every one of them will depend 
upon circumllances totally unknown. Thefe, in our 
way of examining riJatters of this kind, *are all to be 
founded upon fuppofition. To fupply therefore, in 
fomemeafure, this defe£l , Ifhallfirfl have recourfe 
to examples of what has happened in the hitherto in- 
fant flate of public credit ; and as to cafes which have 
not as yet taken place , we mufl have recourfe to in- 
genuity, and endeavour to form the moft rational 
combinations we can, . . 

• C H A p. n. . • - 



Of the Rife and Progrefs of Public Credit. 

Wh I LE. the policy of 'Princes direfled them to' 
form treafures, there was no occafion for public 
credit. This policy prevailed until the rife of the Ro- 
man empire. Then all the treafures of the world 
were plundered , and nations were inflaved. On 
this revolution , the exigencies of that great empire 
were fupplied from the annual tributes paid 
by conquered nations. Under good reigns , this 
annual fupply fvvellgd the public treafure*, until a 
prodigal Emperor fquandered it away ; and took to 
rapine and extortion , to fill up the void, 

B 3 
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Upon the total difTolution of that great empire, 
Europe was over-run by barbarous nations , wlio, 
with as little iiirlultry as ever, fupported their power 
by the miiitary fervices of the whole people. 

After the eflabliflmieiit of the feudal kingdoms 
under their chiefs who firfl laid the foundation of 
them, arofe the Barons , or principal valfals, who, 
in imitation of their chief, ereCfed Iniall principali- 
ties, which by degrees grew independent. 

This difln!)Ution of power into many hands had 
" the e^^e(^h of deflroying all fyftematic plans of govern- 
ment. Princes were obliged to aft according to the 
perpetual fluftuation of circumflances , until by a 
revolution in their faVor, the power of the vaffals wai 
fwallowed up, and confined within the limits of a 
more regular authority. • 

In pro[)ortion as this revolution took place among 
nations of Europe, the fyAem of their government 
refuiued a more pennanent form. Juflice was admi- 
niftered widi more uniformity"; and from this arofe a 
body of laws, which, in fome countries, were called 
cufloms; in others, as in England, common law. 
Wars then became lefs frequent; and the military 
fervices not being neceffary on all occafions, infen- 
fibly became converted into taxes, proportioned to 
the exigencies of the time. 

During this period, the coin and precious metals 
of Europe were lodged, in a great meafure , in pri- 
vate coffers. If wars brought them forth for a ffiort 
time, the^i foon found their way back again. Princes 
were generally extravagant, and fpent money as faff 
as they got it. In proportion as induftry and alie- 
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nation increafed, the coin came abroad, the inhabit- 
• ants became eafy in their circumftances; the ftateflou- 
riQied , and acquired reputation. The riches and 
power ol a ftate began then to l)e eftimated, as they 
pught to be, not by their treafures locked up, but by 
what was lound m circulation ; that is, by their in- 
- duftry. . Venice, Genoa, and the Hans-towns, fet 
the example. The Jews, baniflied from France, on . 
account of their extortions in the time of the holy 
wars , fled, as it is faid, into Lombardy , and there 
invented the ufe of bills of exchange, fordrawing 
their riches from countries to which they durft not 
refort to bring them oif. Intereft for money began 
to be confideredas lawful in many cafes : merchants 
. were protected by Princes, for the fake of the confe- 
quencesof trade and induflry; and from fuchfmall 
beginnings has that m'ghty engine of public credit ‘ 
fprung. 

While Princes mortgaged their lands and princi- 
palities, in. order to obtain afum of money, they 
a£led upon the principles of private credit. This « 
was the cafe in the more early times J before go- 
vernment acquired that ftability which is neceflary 
.to eftablifh a firm confidence. In proportion as it 
drew towards a regular fyflem , the dawn of credit 
put on appearances analogous to the folidity of the 
fund upon which it was eftabliOied. 

The fecond ftep was to raife money upon a branch 
of taxes afligned to the lender, for the reimbur.'ement 
of his capital and intereft. We fliall ftiow the con- 
fequences of this plan of credit from fome examplesj 
which willfully point out all its inconveniencies, 

B i 
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This plan of adminiflration was attended with fo 
much abufe, and fo much opprelfion , that ftatef- 
men began to defpair of carrying on public aflairs 
by fuch expedients ; and therefore concluded that 
the only way to obtain money at the leaA expenfe, 
was to raife it on the fubjed widiin the year, or upon 
what they called fliort funds. 

At length public credit affumed itsprefent form. 
Money was borrowed upon determinate or perpetual . 
annuities: a, fund was provided for that purpofe: 
and die refunding of the capital was, in many cafes, 
left in the option of government, but was never to be 
demandahle by the creditor. 

This is afliort viewof the progrefs of public credit.The 
principles upon which it is built are fo few, that were 
I to conhne my felf to a bare dedu£lion of them, little 
new or interefting could be faid. I lliall therefore 
fleer another courfy : I fliall colle£l the fentimenta 
pf fome eminent politicians , who have either writ 
upon, or a£ted in the admihiftration of this branch of 
• government j and by applying principles as we go 
along, I fliall be enabled to point out the extraneous 
circumftances which are fo apt to involve this fub- 
je£l in obfcurity. Had we not before our eyes the 
numberlefs ex^amples of this kind, it would hardly be 
pofhble to conceive how fo great a confufion, and fo 
piany calamities, could have followed upon the ope- 
cations of public credit. - 

f 
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CHAP. III. 

Anticipations ^ or borrowing Money upon Afjign- 
ments to Taxes for the dijc/iarge oj Principal and 
Interejl. , 

I H A.VF already obferved , that by the cefTation 
of the conftant wars, in which all Europe was engaged 
during the feudal government of the barons, nations • 
began to enjoy fome fort oftranqulllity. Uponthis^ 
the military fervices became infenfibly converted 
into taxes; and as Princes extended their jurifdi£Iions 
over the cities, which had been formerly more 
under the proteftion of the bifliops who refided iit 
them, taxes were augmented. Thefe impofitions 
were very inconfiderable , with refpeft to what 
they brought into the King’s coKers. ' The policy in 
railing them was bad ; the frauds in colledfing them ^ 
were great. 

Thefe confiderations engaged Princes to begin by 
contrafling debts, and to pay afterwards by tempo- 
rary artlgnments to the taxes impofed.’ 

From this again enfued the moft terrible extortion! 
on the fide of the tax-gatherers, fo often complained 
of by thofe who have writ on the affairs of France, as 
,we fliall fee in the following chapter. 

Philip le bel, King of France , was the firft who, 
in i3oi, admitted, with great policy , the inhabit- 
ants of cities to have a feat in the flates of the king- 
dom. He formed tfiem into a diftinfl body, and 
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called then tiers ctat , or the third eflate , after tlie 
clergy and the nobility. His view was to facilitate 
thereby t!ie jurifdidlion he wanted to eflibliflr over 
thole cities, and engage them to confent to the impo- 
fidon of taxes for carryiiigon his wars in Flanders, and 
foroppohngthe ambitiousviewsof Boniface VIII. Ac- 
cordingly , the people began to pay. willingly, when 
once they found that they lud a vote in what con- 
cerned them. 

1 take it for granted , that every tax, about that 
time, was impofed for a particular purpofe, and 
afTigned eitlier to creditors , 1 or to peoj)le who ad- 
vanced money upon it : becaufe we are told that the 
firft irnpohtion granted by tlie dates to a King of 
France as a permanent branch of revenue, was an 
excife upon fpirituons liquors granted to Philip de 
Valois, in the year 1345 ; at.which time , however, 
according to Mr. d'Eon’s Meinoires pourjervira flJif- 
toire generale ties Iiiianc.es, there were not lefsthan 
twenty-two dillcrent taxes know'it in France, which 
"he enumerates as follows : . 

Tallies, complaintcs, charges, retlevanc.es, couturnes, 
peages, leavers, pa /fuges, cenlie/nes, dies, chevauchees, 
Jiihvendons , exatlions , chevaleries, aides, mariages, 
toultes, impofuions, prijons, fervitudes, and nouvelletles. 

That all thefe impofuions mud have been mere 
trifles , I gather from a circumfl ince in the Political 
Hiftory of France, mentioned by the author juft 
piled, which being itfelf exceedingly curious, and 
tending greatly to confirm many things which I have 
advanced concerning the fmall circulation in fprmer 
times , 1 fhall here briefly inention it. 
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In i356, John, King of France, applied to the 
States for 5o,ooo livres , about 9165 1. fterling, to 
pay his army. The States, befides feveral other 
taxes impofed to pay tins fum, granted him 8 deniers 
on the livre, or 3^ per cent, upon all meat, drink, 
and merchandize , fold in France within the year ; 
that is to fay , upon the whole alienations of France. 

The tax was levied , but fell fo far fliort of the fum 
required , that it was made up by a poll-tax. 

Can any example be better calculated for forming ' 
a notion of the circulation of France at that time? 

It may be here alledged that the prices of every 
thing were then fo very low, that no judgment can be' 
formed concerning the quantity of alienation from 
the fmalinefs of the fum. This objedUon is of no force, 
as I fhall prefently fliow. 

We know from the records of the felling price of 
grain in France , which was then remarkably cheap • 
in proportion to the years which followed and which, 
had preceded *, that in i356, the feptier of wheat, 
or 4 Winchefler bufliels, fold for 17 folsS. deniers 
of the then currency, which was 12 livres to the marc 
fine filver, and a French foldier’s allowance for bread, 
to this day, is 3 feptiers, or I2 Winchefler bufliels 
a year. Now let me fuppofe, that the whole 5o, 000 
livTes had been raifed by this impofition of Si/ier cent^ 
or jV of value of the fingle article of corn fold . 

at market , which was far from being the cafe, and 
then compare that with the number of men who 
could have been fubfifled with all the corn fold fn 
France at that time. , 

If Vs' of the price was the tax, then by multiplying 
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5o,ooo livres by 3o, we have the value of the com 
fold; to wit, 1 3oo 000 livres; divide this fum by 
the value of what a man confumes in a year, to wit, 

3 feptiers at 1 7 fols 8 deniers, which make 2 livres 13 
fols, and the quotient will be the number of portions 
fora man, to wit, 366 oS;. So the whole alienation 
of France, at that time, fell far below the value of 
as much wheat as would have fed 566 0*7 men. 

What a poor idea does this communicate of the 
Rate of Europe only 400 years age! It would be in 
vain tofeek for examples to illuftrate any principle of _ 
our complicated modern economy in the hillories- 
of,thofe times: their taxes, their credit, and their 
debts, refembled ours in nothing but thename. 

I now come nearer home, and give an account of 
the ideas of public credit formed by Davenant, who 
flourillied about the time of tlie revolution in j688 , 
which I may take to be the era of public credit in 
England. 

No perfonat that time, whofe writings I havefeen, 
appears to have fo thoroughly underftood thofe mat- 
ters as Davenant. He was a man of theory, as well as \ 

knowledge of fads: he had an opportunity which few 
people have, to be well inftrudedintheoneand the 
other ; and he turned histalents to the beftadvantage 
for promoting the intereft of his country. He has 
writmanytrads on political fubjeds, which, when 
carefully read and compared with what experience 
has fince taught us, caft great light upon many 
queflions relative to the fubjed of this inquiry, 

Davenant, like other great men of his time, was 
/ of opinion that borrowing money upon what he 
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calls fhort funds, was much preferable to that upon 
perpetual intereft ; and he thought the moft advife- 
able plan of all ^ could it be accomplifiied, was to 
raife the money wanted within the year. 

Men, at that time, had a terror upon them in con- 
trading debts for the public: they confideredthe 
nation as they would a private man, whofe intereft 
is one, uncompounded, and relative to himfelf alone: 
in this light, creditors appeared as formidable as 
enemies; they were looked upon by minifters as fuch; 
and this general opinion on one fide , contributed , 
no doubt, tomake the monied people lefs interefted in. 
the diftrefs of government , and more teady to lay 
hold of every opportunity of improving fuch occa- 
fions , for their own advantage. 

Government 'was in conftant war with creditors : 
when ready money failed in England, it had 
nothing to pay with but exchequer tallies, upon the 
taxes impofed ; thefe were much more eafily iffued 
than acquitted. When the firft year’s amount of a 
tax was engaged , people confidered the fecurity 
of what was to follow as very precarious; confe- 
quently, the valueof itdiminifhed. 

This method, however , fucceeded far better in 
paying off debts already contra£led , than in con- 
trafting new ones; and the hardfhips put upon thofe 
who had advanced money to government, and who 
were paid by aflignments upon taxes previoufly en- 
gaged , made people afterwards very diffident , ex- 
cept upon proper fecurity. The limited form of the 
Englilli government, prevented the violent procee- 
dings between minifters and public creditors, which 
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were common in France ; and this circnmOanco 
contributed, no doubt, to ertabliHi tlie credit of the 
former upon the better footing. But Bill the long 
cxpe£lation of payment of tlie capital andintereft, 
upon a cliBant fund , made Davenant acknowledge 
that 700,000 /. in ready money, would at anytime 
go fartlier than a million in tallies, and yet lie thought 
it was better for the Bate to borrow the million upon 
apian of difeharging the debt in tliree or four years, 
tlian to obtain the 700,000 /. at the expenfe of a 
perpetual^ intereBof 8 per cent. 

There were many more confiderations which 
moved Davenant to prefer what he calls Ihort funds 
to perpetual intereB. 

It was the general opinion in liis time ( not his own 
indeed, for he endeavoured to fliow tlie fallacy of it) 
that money borrowed upon the anticipation of a 
fund, raijed and appropriated for the dijeharge of it^ 
was not a debt upon the Bate; becaufe it did not 
diminilhthe former revenue. We have a remarkal)le 
inBance of the prevalence of this opinion , in the 
famous memorial prefented by M.Defmaretz to Philip 
Duke of Orleans, after the death of the late Kiiifr of 

' O ^ 

France; wherein headvances, that during feven cam- 
paigns, from 1708 to the peace of KaBad, while he 
had been at the head of the King’s fmances, he had 
not increafed the public debts by more than nine 
millions of livres capital : and yet when he came 
into the adminiBration, in 1708, the King's debts 
did not amount to 700 millions ; and we liave feen , 
that at the time of his death, they were upwards of 
ttooo milliouB. But Defmaretz did nut reckon the 
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difference of about i3oo millions ; becaufe he had 
fettled them upon funds of his own creation. This 
^vas fo much the language of the times, that no criti- 
cifm was made upon it. 

It is remarkable , that Davenant, in giving an ac- 
count of the debts of England, during the period of 
which he writes, that is, from the revolution down 
to the peace of Ryfwick, hardly overtakes notice of 
the fums paid for interefl upon them. The minds 
of men at that time were totally taken up with the 
payment of capitals; and providing thefe c6uldbe 
difcharged in a few 'years, it was no matter, they 
thought, what they coft in the mean time. 

As long as nations at warobferve thefame policy 
in their methods of raifing money, the ways in which 
they proceed are of the lefs importance : but when 
any one ftate makes an alteration, by which more 
money is thrown into their hands than they could 
formerly obtain; this circumftance obliges every 
other ftate to adopt the fame method. Thus while 
Princes made wir with the amount of their treafurct 
and annual income, the balance of their power de- 
pended on the balance of fuch refources : when they 
anticipated their income on both fides , for a few 
years , the balance was in proportion ftill : when , 
afterwards , they adopted long funds and perpetual 
intereft, the fupplies increafed ; but ftill the balance 
was determined as formerly. ' 

The ufefulnefs, therefore, of an inquiry* into the 
principles of public credit, has not fo much for its 
obje£I to difcover the intereft of ftates in adopting 
one mode of credit preferably to another, as to dif- 
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cover til econfequences of every one; and to point ont 
the methods of making them feverally turn out to the 
befi account for the ftate, confidered as a body politic 
by itfelf, and for the individuals which compofe it. 

When fo many different relations are taken in, the 
fubjefl becomes much more complex , and therefore 
the confequences w/iic/i can only be gncjfed al muff be , 
lefs determinate : but on the other hand, it opens the 
mind, and fuggeflsmany hints which with time may 
be improved for the good of fociety. 

People who barely relate political fa^ls, only afford 
an exercife to the memory : thofe who deduce prin- 
ciples, and trace a chain of reafoning from them , 
give exercife to the underRanding; and as a fmall 
Ipark may raife a mighty flame, fo a hint thrown out 
by a Render genius may fet all the great men of a 
nation on a plan of general reformation and im- 
provement. . 

Let us now take a view of tlie Rate of public credit 
in England, at the peace of Ryfvvick ; in order to 
fliow how Davenant came to be fo great an enemy to* 
long funds, and more elpecially to perpetual intereft. 
We fhall at the fame time point out from wJiat caufes 
the great change of fentiments at prelent proceeds. 

At the peace of Ryfwick, the debts of England, 
according to Davenant, in his fifth difeonrfe upon 
the public revenues and trade of England , flood at 
37 bbi 544/. fterling; call it 17 millions and a hal^ 
as we have no occafion to calculate with exadlnefs. 

Of this debt the capital of 3 millions was funk^ 
as he calls it ; becaufe 1 3 oo 000 /. was on lives at 14. 
per cc/Jt. and what was over to make up the S'; millions, 

* • . was 
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was intended to remain a perpetual burden on 
the nation. 

For paying the intereft of this fum, nolefsthan 
400000 /. a year was neceffary, which makes on the 
whole above 1 1 prr cent. 

But then it muft be obferved , that more than one 
third of tiie fum was upon lives at i^per cent.: the 
debt due to the bank , of which we have fpoken in 
another.place , was I 200 000 /. for which was paid 
100 000 1 . a year, including 4000/. allowed for the 
charge of management: the remainin'T million was 

00 

upon lottery tickets , bearing about 8 per cent, the 
price at which the bank had lent. 

Tliefccond branch of debts was near 11 millions, 
which, he fays, were in courfe of payment; becaufe 
they were fecured upon brandies of revenue engaged 
for difcharging tliem. A part of this clafs of debts was 
to be extinguilhed in t,he year 1700 : and whenever 
that was done, then a proportion of tiie appropriated 
taxes, amounting yearly to above a million fltrling , 
was immediately to be taken off. 

Tlie thirdclafsof debts were thofe not provided for 
at all; which in the place referred to, he makes to 
amount to no more than 3 200 000 /.hut he after- 
wards finds his miAake,and that they in fad amount- 
ed to above 5 millions and a half, which makes the 
debts of England at the peace of Ryfwick, to have 
been near 20 millions. 

Was it then any wonder, that a man who wiflied 
well to his couiitiy , fliould prefer borrowing upon 
fliort funds at any expen.le whatever in the mean 
time , rather than at perpetual ir ierefl , when h« 
VoL. V. C * 
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found that parliaments could not be prevailed upon 
to allow any tax to fubfift one inflaiit after the dif- 
ebarge of the debts for the payment of ^s•hicIl it had 
been appropriated ? 

Bcfides , there Was very little to be gained by bor- 
rowing upon long funds and perpetual intercfl, as 
long as the lenders confidered their advantage to con- 
fift principally in getting tlieir capitals refunded. 

The plain matter of facl was, that trade at tjiat time 
was only beginning to take root in England , and 
demanded funds to carry it on. The ufe of banks Iiad 
not then been difeovered, for turning property into 
money. Circulation, confequently , was confined 
to the coin -, and profits on trade were very great. 
All thefe circumflances rendered capitals of effential 
ufe ; and the confequence was , to raife intercA to 
an exceffive heigltt. 

Compare this fituation with tlieprefent. Were tlie 
capital of 140 millions Aerling thrown by Great 
Britain, in a few years, into tlte hands ofthe prefent 
creditors; were France, on the otlier hand', to 
throw in as much , what trade could abforb it t 
Capitals now are only of value in proportion to the 
intereA they bring; and fo long as tlie intereA paid 
on public debts is fufheiem to keep circulation full , 
and no more, intereA will Aand as it is ; wlien that 
ceafes to be the cafe, as in time of war, we fee intereA 
begins to rife ; aiid wlien, on the other hand, tlie 
intereA paid, proves more than fufficient for the 
ufes of circulation, as upon a return of peace, then, 
from the fame principles, intereA muA diminifli. 

Davenant, like an able politician, who had the Aate 
of facts before liim , reafoned according to a£tual 
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circumflances. Whatever was borrowed on lon'r 
funds, was charged on the ft.mding revenue oftlio 
ftate, which parliament was very unwillino- to in- 
creafe in proportion to the charges laid upon it. This, 
of itfelf, was argument fufficient with him to cad his 
view uponfhort appropriations, or upon hisfkvorite 
objed , ofraifmg money within the year, to fupply . 
the exigencies of the ftate. 

But in this operation he found great difficulties. la 

his treatife of ways and means, article eaciTcs, where ’ 

he is fearching for expedients to provide money for 
the war, he plainly fliows a thorough hnowledge of 
that impofuion. It had taken place in England as far 
back as the great civil war, and ftirmed at the revolu* 
tion about i fi of all the revenue; l>ut what is vt ry ex- 
traordinary, and which at prefent will hardly be 
credited, the excife had at that time the eft Yl of 
finWng the price of the fubjecT excifed, inftead of 
raifing the price of what was produced from it. Thu* 
the excife upon malt, after the revolution, had the 
efTed of lowering the price of barley, inftead of 
raifing the price of beer. 

This effecT of excifct Davenant faw ; from which 
lie, and fmce him many more have concluded that 
id excifes fall ultimately upon the land. 

Thiscircumftance, together with a feel iiifr for the 
intcreft of the great number of idle poor at that rime 
who muft conftantiy fuller by excifes, engaged Dal 
venant to propofc having recourfe to the land- pro- 
perty and poll taxes, for raifing, within the year, the 
fums required for carrying on the war. 

According to his propofal, there was to be nolefs 
than 3 millions raifed by aland tax, bcfidcs half a 

C 2 
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ntiillionby a quarterly poll, which was, at that time, 
above 100,000 /. more than all the peimanent t.ixts 
of iingland put together. 

A propolal of this kind coming from Davenant, 
fliowsthe difference of htuation between thofe times 
and the prefent. On this fubjed more is to be learned 
by comparing fads, than by all the reafoning in the 
world. . , 

VVe have feen how credit flood in England during 
thereignofVViiliamllI.lt was then in its infancy, and 
was fet upon the principles of a free and liiimed 
authority, exercifed by minifleis of Hate at all times 
xefponfible to parliament at the rifk of their heads, 
in cafe of any open violation of the public faith. Tills 
is the befl of all fecurities againff the bad exercife of 
power. 

VVlioever reads tlie admirable writings of Dave- 
nant, and compares his ideas with what experience 
has fince' taught us, concerning the nature of taxes 
and public credit, will plainly difeover that the great 
diflrefs of England at that time proceeded from the 
following caufes. ^ 

The enterprife they were engaged in , w'as far 
beyond their power to fupport , although they had 

the greatefl part of Europe to ailifl them. 

The bravery of the Britifli nation was ill fup- 
ported with money the finews of war. 

The coin foon after the revolution fell into the 
greatefl diforder , which fent it awayj and no e.x- 
pedient was found to fupply its place for tire ufes of 
domefllc circulation; and, confequently, the fixed 
revenue could not be paid , nor induilry earned on. 
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The peop>le were unaccnrtomecl to tixc-i : tunnage 
and poundage j tire branch with which they were 
Left acquainted, and which they bore witltthe leaft 
murmuring, becaufe it was little felt by individuals , 
together with the excife upon beer and ale, the 
hearth money, the poft^houl'e, and wine licences , 
compofed the whole of the permanent revenue of the 
Hate, and amounted to about one million and a half 
.Herling: befides which , the parliament had granted 
new cuftoms ( all to ceafe before 1690) to the amount 
ofabout half a million more, upon wines, tobacco, 
fugar, and French linen. This was the flate of the 
revenue at the revolution. 

One would imagine that England , under fo fmall 
a burden , might have been able to make the greatefl 
efforts. 

Were we now to grapple with France, under fuch 
circumflances what fanguine hopes would we not 
form of fuccefs ! The cafe turned out widely different 
the firfl benefit the nation expelled in confequence 
of their liberty reflored, was an abolition of the hearth 
money ; a tax which railed over the whole kingdom, 
445,000 /. and was confidered as an infupportable 
burden. 

Such femlments and dlfpofitions in the Englilli 
nation, might have been a fufficlent indication of 
what was to be expeffed from the war ; the confe- 
quences of which had before i6g5, produced the 
following changes in the revenue, v 

The tunnage and poundage, which at the revolu- 
tion produced 600,000 /..was by this timereduced 
to 586,687 /. • • . 
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The e'crife npon hetr and ale, from GGG, 3 S 3 /. 
Avas reduced to 39 i,c!73 /. 

1 he Iieanli money was aholiflied. 

'J'he poil-hcule, from 63 .ooo /. was reduced to 
63 .' 17 /. 

The wine-licences, from 10, oon/. to 5 000 /. , 

The temporary cufloms which fuhrdled at the re- 
volution , wei e now expired , and had been either 
continued bv new grants, or l>y others of the famo* 
nature introduced in tlieir Head. The former had 
produced 415. 472 /. the nerv produced 373,839/, 

T he laft and mofl important tyrant of all, w as an 
additional excife upon beer and ale, which produced 
450,000 /. 

The revenue at the revolution produced, clear of 
all charges, 5 eoi 855 / Aerling. A revenue efl ib- 
liflied at pretty much the fame r.ife, and nearlyoii 
the fame nbjeids, with an addition of a new excife, 
which produced 4 5 o, 000 /. produced net in 1694, no 
more than 1 570 3 i 8 /. fothat, dednffmg tlie new 
excife. tlieold revenue vvas diminiflicd in its produce, 
no lefs than 1 081 5 ij 1 . or above one half, in five 
years time. 

In a cfuintry like England, at that time, taxes 
were of little life to the Hate, and werean excefllve 
burden on the people. 

- What could they be paid out of. ^ Not out of the 
value in the hands of the people ; becaufe there was 
no way provided forturning thitvilne into money. 
The whole of the money coined before the end of the 
warini6g7, di<f not amount to 8 j millions. It was 
not to be expedled that during the war, foreign coin 
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was to come in, except inconfequence of borrowing . 
and we may be very certain, that all that was bor- 
rowed, and a great part of what had been coined at 
home, had gone out from the year 1695 to 1C97. 
Under thefe circumflances , the exchequer illucd 
tallies of wood , a notable expedient for facilitating 
circulation! And the bank of England lent not cne 
iarthmg upon mortgage : all that was pulFible to be 
raifed on the land and on the people, by pound-rate, 
?flefTment, and poll tax, was impofed. 

Now let us recalour principles concerning circu- 
lation , alienation, and banking upon mortgage, 
and combine thefe with what we havefo frequently 
repeated, and I think demonflrated , viz. that in 
proportion to the extent of alienation, and t’:e 
demands for money , a circulating equivalent flioul J , 
be provided , fo as to be ready at the hand of every , 
perfon who has property to pledge for it ; and then ,. 
decide whether it was any wonder that credit in* 
England lliould have been at fo low an ebb at tlio 
peace of Ryfwick; that taxes fliould hav’e diminiflsed 
in their produce; thaf intereft fliould^ have rifen to 
fuch an extravagant height ;..that the people fliould 
have groaned under a load from which they could 
not. relieve themfelves. 

Under fuch circumftanccs, England appears to 
me in the light of a dumb man put to the torture in 
order to extort a confeffion. ' - »* , 

Were eight or nine millions flerlingin coin, and a 
few wooden flicks, the tallies, conflantly foldat 3 
great difeount, a circulating value fiillicient to fupply 
tlie exigencies of a,flate which was fpending. annually 
at the rate of five or fix luillions C 4 
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Tlie cor.fcqnence of this total drain of money, uas, 
that people could neither confinne excifeahle com- 
modities , or pay the taxes laid upon their perfoiis 
and fohd property. 

Tlic exciles failed, becaufe the body of the people, 
tvho paid them, were interrupted in their induffry, 
for want ot money to carry on alienation. Thofe 
who were liable to the arbitrary impofitions, fuchai 
the landlords, could. not pay; becaufe wliat tliey 
had, their land, could not be iiiven in jjayrnent. 

From what I have here laid together, we may 
'determine, that as alienations among individuals 
cannot exceed the proportion of the circulating 
equivalent of a country.fo a flatefman when he intends 
yht/c/en/y to augment thetaxes of his people, without 
interrupting their induffry, which then becomes flill 
more tieceffary than ever, fliould augment the cir- 
culating equivalent in proportion to the additional 
demand forit. 

Th is according to my notions r cannot be fo well 
compafTed as , J. by effablilliing banks of circulation 
■ upon mortgage ; 2. by relieving thofe comjtanies of 
the load of paying foreign balances by giving bills 
at par, or at a fmall exchange: and 3 . by providing 
funds abroad for the payment of them, according to 
the principles above deduced. 

Such expedients will work their elfe«f^, in a nation 
where the public faith Hands upon the folid fecurity 
of an honeft parliament, and upon that refponfibiliry 
which is 'fixed upon thofe who are trufted with the 
exertions of the royal authority. 

I think I may illuftrate this operation by a fimile, 
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A gentleman chufes to form a cafcada of the 
water which ferves to turn liis corn-mill ; confe- 
quently, the mill flops: but in its flead , he im- 
mediately ereiTs another which turns with the wind. 
Coin is the water, bank paper is the wind, and both 
are equally well calculated for tlie ufe they are put to. 

# 

C H A P. IV. 

OJ the State of public Credit in France before the reign ■ 
(f Louis XIV. and of the Sentiment of the great 
Richlieu upon that’ tiubjcil. 

* 

H A V I N G laid before my reader the fentiments . 
of Davenant on the fubjefl of public credit, 
which were analogous to the then ftate of England , 
it may be inflru£live to compare them with thofeof 
another very great man, in a rival nation; I mean the 
Cardinal de Richlieu. 

The conflitution of Great Britain at prefent, is 
pretty much what it was in Dayenant’s time : and 
^that of France 'does not differ widely from what it 
was at the death of Louis XIII. 

Britain and France are two nations, rivals in every’ 
thing worthy of emulation , and fimilar in thofe 
diflreffes which are the infeparable concomitants of 
modern ambition, debts and taxes. 

As longasthe conflitution of the two governments 
Biallfland as at prefent, Britain will conflantly have 
the advantage in borrowing: France will have kin 
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paying ofT her do!)ts. It is this contraft wltich engage* 
me to enter into the following detail. I conlider it not 
only as a piece of hiftoriralcuriofity, but as a fubje«!!l 
o( profound ref! eiHion, from which much inflrudlion 
may be gathered. 

The fate of kin?1y power was decided , both in 
Britain and in, France, much about the fame time. 
In France, it was fupported by Cardinal de Kichlieu; 
in Britain, it was broken to pieces under Charles I. 

Before that time tliere was no fixed form of govern- 
ment cftabliilied in either country; nor can ever a 
regular conAitution take place any where , until the 
mechanifm of a Bate becomes fo complex as to render 
changes extremely difficult. This is becomingthe 
cafe more and more every day ; and upon this and 
•nothing elfe will depend tlie Aability ofourprefent 
forms. 

Let U3 notv take a view of the fentiments of a great 

O 

minlAer, delivered in writing by himfelf, in l.!s 
political tcAament ; the authority of whicJi would 
never have been called in qneAion , had the matter 
it contains been properly attended to , and tvcfl ' 
underAood. 

It is in the 7 th paragraph of the Qth chapter of the' 
tcAament, where the C ardinal Aiows his ability in 
paying o A the debts of France ; and in going through 
the fubje£l, he cafually has tlirown outfeveral thing*, 
which enable us to form a judgment of theAateof 
taxes, and of the eAeds they were found to produce 
in his time. 

“ It is pedantry,” fays he, “ to maintain that a 

prince has no right to draw money from his 
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“ fnbjcfls , nncl that he ought to content himfelf 
with the poifefllon of their hearts. None, how- 
ever, but flatterers , the pefl or fociety, can main- 
“ tain, that he may draw /rom them, juflly, what- 
“ ever he thinks fit and that his right extends, in this 
** particular, as faras his will.” 

The taxes of France at this time had been augment- 
cd far beyond their due proportion;and this had pro- 
duced many ftrange and contradidlory phenomena ; 
which , as we fli.ill now fee, mifled the Cardinal in 
many refpe^ls ; becaufe his experience was not , 
fuflicient to difcover the caufes of them. 

“ The augmentation of impohtions on the people,” 
fays he , does the King fo much hurt by raifing 
“ prices, as to compenfate all he can gain. ” If we 
fuppofe that the King gained by the augmentation ; ' 
tliat is to fay, that the tax, when increafed , really 
produced more than before, and railed prices pro- 
portionally; then the King could only lofe his pro- 
portional part, but never the whole. If the tax, by 
being augmented, produced lefs than before, which 
was the cafe often , then he loft by a diminution 
upon his income, not by the rife of prices. But this 
was not the cafe ; becaufe deficiencies of that kind 
could not fall upon the King , but upon his farmers. 

The true reafon was, that the King paid moft of 
his expenfesby affignmentsupon the taxes, and then, 
no doubt, the higher they were raifed,and the more 
difficult to recover, the dearer every undertaking 
would coft the King. 

This reafoning upon the efTeft of taxes fhows, that 
at that time the doflrine of them was not well under- 
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ftood N(j wonder; theory is not fufTicient to lay 
open political conTcquences , even to the greattft 
(lenins. All our information as to tlicTe matters arifes 
from experience, and all our inflruCtion Iroin our at- 
tention and rejection. 

As a prooi’ol this, he mentions, almoR in the fame 
place, an tfl'ei'd of the increafe of taxes, which is 
quite rontrary to the former. 

“ Conlnmption, ’’ fays he, “ diminillics as taxes 

augment. 

liiis is a contingent, but not aneciffary confe- 
qnence , as we luve feen, and has the dfecl of lower- 
ing prices. 

I nention thefe particulars, only to fliow how little 
this great man had lludied the pnncijiks of taxation, 
or combined the caufts of tliofe plienoinena which 
he favv arihng from them. 

Such contrary tlTcds could not fail to be felt, when 
taxes Were railed in (he manner ufual at that time, 
and when no method was contrived for augmenting 
the currency. 

In Richlieu’s time tlie cuflom was to treat with the 
as they vvere called , or undertakers for the 
farm of taxes ; and for a fnm of money, valned at a 
certain interell, to give them arigfitto levy certain 
impofuions on the people, cflcemed equivalent to 
the rate agreed upon ; fome in one province, fome 
in another, as the parties could agree. Then the 
partifans fell to work with the people , and commit- 
ted the inofl horrid extortions. In the 4th §. of his 
4th chapter, he fays, “ The abufe is carried fuch a 
“ length, as to be quite infupportable , and mull 
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“ end in the ruin oftheflate; the people are plun- 
“ dcrecl , not taxed; fortunes are made by rapine, 
“ not indudry: uhng the partifans like fpiinass is 
“ very juft; butliabie, on tlie other hand, to great 
“ abufe, when not condudled with moderation and 
“ juftice. ” This is a very diftcrent fyftemoltaxa- 
tion from that carried on in England in Davenaut’s 
time , and mull have produced efrefts ver^' difhmilar. 

But it may be allied, it thele partifans in France 
had found out means of railing money, far beyond 
the King’s intention; what prevented tlie Cardinal 
from examining into fuch means, and ufingthem in 
a gentle and equitable manner, to the extent only 
of fatisfying the creditors for the money borrowed 
from them 

In thofe days feveral difRculties occurred, v\>hich 
rendered this expedient impra£licable. 

i/no, Thepartifans would lend in no other way; 
they would have nothing to do with the King as a 
debtor: his credit w'as not well eftablillied; and 
by having the direft adminiftration of a tax, they 
confidered themfelves as more fecure. 

zdo, Had the King levied the money on the people, 
• and been paymafterto the creditors himfelf, there 
would have been no gains to thepartifans but what 
were ftipulated; had they exa£Ied more than legal 
intereft, they expofed themfelves to great danger; 
and confequently would not lend. So by delivering 
up the people to be plundered , the King made a 
better bargain, he thought, than any other way; 
and if the partifans plundered the people , the 
Cardinal plundered them in his turn. 
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^!io, At this time there were not, as now, mer- 
chants of extenfive cre'Iit, ami fair characfler, wlio 
ferve as interpofed perfons for the wliole money ’cl 
interell in Europe , and who can fill a fubfeription 
lor millions with a finglename. 

The partifans themlelves , as the Cardinal 
cbferves , had often neither money or credit at fet- 
tlng out: by parcelling the ir undertaking into many 
hands, they got together what was necellary. Thus 
the fubaltern aflociates were in a moment , like 
locufls , fpread over the whole face of tlie country, 
and plundeiingwenton in every quarter. 

I his reprefents a quite dillerent fylltin of credit 
from what we fee efhbliflied, even in France, at 
prefent; where the tax-gatherers are fiill loudly , 
complained of , though niucli more tlian they de- 
ferve. The mode of raifing the taxes is nowinoft 
exa^lly fpecified by the King; and nothing more 
can be exadled than according to tlie plan laid down; 
but in every cafe fevere penalties are impofed upon 
frauds, and when levied, are accounted for to the 
farmers; but when compounded for under hand, 
fink into private men’s pockets. 

In a country where taxes are rightly efiablifiicd 
iiiduflrious people have no occafion to indemnify 
thcinfelves by Iraiul for the taxes they pay ; they have 
a more certain method of being refunded. TJiis 
pi dl be explained in its proper place. 

II y this method of oppreflion in the Caidinal's 
time, a great part of the odium was removed 
from the King , and cafl upon the partifans. Tlie 
pjjple refemblai a dog wiij biui the flick with 
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^vhich he has been flruck , inftead of biting him 
who holds it 

i have now faid enough to point out the method 
of borrowing money in France at this time, from 
which the nature of the fecurity may eafily be 
gethered. < 

* Thus were taxes eflabliflisd in France , in fpightrfthc 
great averfion of thit nation to them. The exigencies of the 
Rate were apparent; Princes were confidered as under an 
abfoiute necefli'.y to find money at any rate; they appeared to be 
in the hands of unref ncing ufurers, who became th • execration 
of the people,towhofefury they were fcmetiniesdelive ed ovur, 
when ftripped of their wealth : the people were now tnd then 
relieved of a part of their burden ; the tax remained under 
milder management ; formed an addit'on to the King’s 
revenue, an i fervei as a fund for future eme’^gencies. 

But the nature of man is fuch , that the more he grows in 
wealth,the more the defire of fpending it inci cafes. Thus the fund 
provided for unforefeen emergencies, is infenfibly incorporated 
wi.h that which is appropriated for the current fervice of the ftate. 

Nothing however is more certain than that in ti.me of war, 
far greater fums ate required than any people can pay, without 
contratfling debts. 

Is it not then indifpenfibly neceffary, either, into. To have 
afumlocked upintreafure? Or, zdo, A fund app-opiiated, 
to borrow upon in time of war, which may f.rve to pay olF 
the debts in time of peace? Or, trio, To borrow upon the 
ftipulation of an annual payment, which nay, in a certain 
number of years, acquit both intereft and piincipal ? 

Thefirftis the planoftheKingofP.ufiia ; the fecnndtbat 
ofEngland; the third is, in a good measure , that cf France : 
HoFand borrows no more, and pays as flic can what Hie owes; 
Spain lives on her income; and Auftria remained in the old 
way till very lately, v/ichout credit, and confcpucritly without 
much debt. 
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The Cardinal , upon the fnppofuion of an ap- 
proaching peace, enters into the plan of paying off 
what had been contracted. He wasrtfolvcd to pre- 
fcrvecredit; forevenat thattime, tlie conleqnence 
of tliat rrreat engine was fufiiciently felt by this great 
man, to relieve the people, and to get rid of the 
debts. 

After a long detail of all the branches of the reve- 
nue, and after fliowing how tliey might be improved, 
he dratvs out a general Aate of them , and of the 
debts afletfling tliem ; and then adds, “ Hie total 
revenue of the kingdom amounts to near 8o 
“ millions (the filver was then at 27 livres 10 fols 
the marc fine , which , valued at a /. 4 s. Aerling, 
makes the So millions worth above 6 millions Aer- 
lirg ) “ of which there is above 45 millions engaged 
“ for the debts. By good management 1 pretend 
“ that this immenfe load of debts, which feems to 
“ be the ruin of the King , lliall turn out to liis 
cafe and opulence. Some imagine it would be a 
“ right meafure to free tlie Aate entirely of her 
“ burden, (a general fpunge ) but as Aie cannot 
“ certainly, fiipport all the burden, fo neitiier 
“ does reafon dictate that Aie flionld be entirely fet 
“ free.” No modern Aatefman could forma better 
judgment of things. The Cardinal’s ideas arejuA 
and profound; and it is aAonifliing how a man 
uninAruded by our experience Aiould fee fo far in to 
remote confequences. 

He next lays down different fcliemesfor paying 
the debts, upon the return of peace and tranquillity. 
They are all arbitrary, more or lels, according to 

tlie 
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the ftanJard of Englidi ideas of credit. But if we 
■ abllr.i6l from one expedient lately difcovered , to 
wit, the diminillung the intereft , and allowing the 
capitals to remain, I doubt if any modern ftatelinau 
could dilcover any other than thofe which the Car- 
dinal has propofed. 

A preliminary ftep to all his fchemes was, by an aft 
of power, to reduce the debts which bore a higher in- 
terefl, to that of the l6 penny, or to a little more than 
6 per cent. This method of redudion has conflantly 
been and is flill pradifed in France. ' - • • , 

Then he propofes to enter into an account with the 
creditors for the funis they had received; and to 
conlider whatever they had t)btained above the legal 
intereft, as payments in part of the capital. 

This fcheme however he rejects, upon examination. j 

He fays it is agreeable to equity; but it would have 
the elTeCl; of totally deftroying all credit for the future. 

The fecond expedient was, to reimburf'e the cre- 
ditors the fums which they really paid for the annui- 
ties afligned to them: but that lie found impollible 
to verifyi becaufe they had had the addrefs to Ipecify, 
in their contrads , fums far exceeding what they 
really paid. For this reafon he rejeds the fecond 
expedient alfo ; and adopts a third, asthebeit plan 
of any for jiayingofl the debts. This was, to value 
the capitals at what they then fold for in the market, 
beloie the peace was concluded. 

This niLthod appeared to the Cardinal the molt 
equitable, at leall he fays fo, and the only one pradic- 
able; but in iny opinion it was the mofl arbitrary 
of the three 3 the molUiable to abufe, and themofi 
VoL. V. a 
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oppofite to the principles of pnlilic credit , as at pre- 
lent eftablinied : and yet it it a thought, which, wlicn 
conducted withjuftice, may upon fome occafions aii- 
fwer excellent purpofes , as I lliallobferve in a proper 
place. 

Had he adopted the firft expedient, of afeertaining 
the value of the real advance, there was an appear- 
ance of juAice; hecaufe the creditors were thereby 
reprefented as ufurers ; and by repaying them what 
they had advanced, by tlie enjoyment of an income 
above the legal interefl, he treated them with more 
indulgence than the laws allow between private 
perfons: but when money was borrowed in time of 
war , a higher ititercA Aiould have been allowed 
forit than in time of peace, when it w.is to be paid 
oA ; and therefore to take the Aandard of peace , in 
reckoning with the creditors who liad lent in time of 
war, w.as an evident injuAice. 

Could he, according to the fecond fcheme, have 
difeovered exaflly the Aims whidi had been paid 
for the annuities given, and offered relmbnrfements 
upon that footing , Icfs could Jiave been faid againA 
it; becaufe the mentioning more in the contrad than 
what had been paid , was a palpable fraud agaiiiA 
the King. 

Tlie third method, which the Cardinal approves 
of, contains this piece of great injuAice, that theancient 
creditors of the Aate who had paid 1 a years purchafe 
for their contra6Is,tliat is,thofe who had lent atabout 
8 per cent, might by this fcheme be paid off with 
one half of what tliey originally paid. If it be an- 
fwered, that nothing is worth more than what it can 
tring; 1 ^fwer, that il may be worth more tlian 
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what it can hr\n^_at apartir.ular time. During a war, 
an annuity wliich liad been honghtat i .j years pur- 
chafe in time of peace, will fall to five, providing 
annuities can theti be bought at that rate. '1 he new 
Joans conflantly regulate the value of the old capitals; 
but upon a return of peace, they will rife to the 
original value. 

Another injuflice here svas, that a minifier, by 
borrowing a fum at a very high interefi , at a time 
he wanted to fet a value on t!ie capitals, might finlc 
tiiis value. And, in the third place, the greatert 
injuflice of all confilted in this , that the Car- 
dinal had no thoughts of any reimburfement, as wci 
^ fiiail fee by what follows. 

"1 here was, at tiiis time, one clafs of annuities cori- ‘ 
flltuted at 8 per cent, 1 hefe he propofed to reduce 
to 6 per cent, as above, by his preliminary operation. 
Such annuitiesfoldat tlut time for five years purchafe. 
Thefe , ‘fays the Cardin d, we muji fix at that value \ \ 
and by allowing the proprietors to enjoy them for 
7 1/2 years , the capital and interefl will be paid off. 

Other annuities conflituted upon the taitle fold for 
fix years purchafe, which, by the fame rule, were 
to bepaidofi in 8 1/2 years. 

Ihc annuities and other debts charged at this 
time upon tlie taille alone, amounted to 26 millions 
a year; and by tiiis Icheme, the whole was to be 
paid oil in 8 j/a years. 

Belides thefe, there were engagements upon othet 
branches of the revenue, which fold at different 
prices. All were to be fet upon a proportional 
looting. The annuities which fold the dearelt, 
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\vc1ear7 i/a years purchafe, which vvei'e to be paid 
in 1 1 1/2 years. 

Thus, by the Cardinal’s fcheme, the debts of 
France, which at this time bore an intereft of about 
^5 millions, were entirely to be paid off, in about 
12 years, without any new impofition ; and when 
that W’as concluded , the lands were to be dif- 
charged of ao iliillioas of yearly laillc , near two 
millions Refling, and the King was to have a clear 
revenue of 53 millions, or about 4 millions of our 
money, which with the *6 millions taken off the 
taille, make 79 millioni ; the total amount of the 
French revenue at that time. 

I fhall now point out the charafleriAic differences 
between the principles upon which the credit of 
England and France were cAabliflied, at the two 
periods of which we have been fpeaking. 

Had two fnch writers as Davenant and Richlien 
been to be met with in tlie fame age, and at a 
time w'hen England and Prance were engaged 
in contraiTUng debts , the contraA would have 
beenAronger; but as it is, it fuits our purpofe. 
The debts contracted in Fiance from 1708, when, 
credit fell, to the end of the war in 1714, were in 
confequence of rapine and extortion, as in Rich- 
lieu’s time: and the operations upon them, after 
the peace of Utrecht, refemhle tliofe of Richlieu in 
fome very material circumAanccs. Such as, imo. 
That all the delitswere then, by an act of power, 
put a 4 per cent, w'ithout any regard to the original 
Aipulations. ac/o. That wliat the Cardinal defpaired 
of accomplifliing ^ the Regent undertook , anij 
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executed , at a great expenfe to the King, and with 
great injti nice to many individuals. 

He eAahliflied a commilTion , called the vifa, t<% 
inquire into the unfunded debts, which amounted 
‘to 600 millions. His intention was , to difcover the 
elleclive fums which had been paid for the grounds 
of debt. The moft favorable clalTes of thefe debts 
confifted in arrears of pay to the army, indemnifies 
for pillage , and the like, conftituted by notes iflued 
from the office called the extraordinaires des guerres, 
which were diminiffied i/5; the fecond clafs was 
diminiflied l/5; the third clafs and,the laft ofall, 
fums due to brokers,ufurers.&c. were diminiffied ^/5. 

But alas ! there was not the leaftffiadow of jullice 
in this operation; becaufe long before the e/y</ was 
eftahliffied , moft of the grounds of thofe debts had- 
circulated from hand to hand, under the greateil: 
diferedit : fo that the real fuflerers were then beyond 
the reach of the indemnity offered ; and the ufurers 
and brokers who had bought them tjp , weretliofa 
who made fortunes by them. The Cardinal’s plan 
of paying at the felling price, would have proved, 
in ifiis particular cafe , more rational , and more 
according to equity , than any other : fo greatly do 
circumftances influence our decifions in all political 
matters !' 

By the vifa , the 600 millions were reduced to i 5 o 
millions, and put at 4 per cent, like all the other 
debts. No plan was propofed at firft for paying off 
the capitals; but a fum was appropriated, .thougli 
very ill paid , for difeharging the intereft. We 
have difeuffed fufficieiitly the famous operations of 
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the MifTifippi; by ^vbich an attempt was maile 
to tlirow t!ie whole national debt on the rrn pany 
of the Indies; and we have feen how it fucceedtd. 

Thediflance, therefore , of Richlien’s time, irem 
Davenant's , ocrafions very little deception in com- 
paring the principles of French and Ettglifli credit: 
and when we come to examine the prefent Bate 
of that qiieOion, I am afraid we fliall find, in 
France, enoiigli of the old fvftem ftill remaitiing , 
to verify my obfervation, that the French have 
• ' tlie advantage in paying their debts; the Fnglifh , 

:n contracling them. Where tlie balance of ad- 
vantage may lie, will be tlie fubjedl of more fpecu- 
Idtion. 

The firfl effential difference 1 find between the 
credit of France and that of England, in the two 
periods we are confidering , relates to tlie ro/;;. In 
thefirfi, the value of //had been very well preferved: 
no confulerable alteration had been made upon //, 
from 1602 to 1 636 , that the Cardinal raifed the deno- 
mination of the marc of fine fdver . from 2Q livres to 
livres 10 fols , as has been faid. Whereas from 
the revohuion , until the eflahlifliment of the bank 
in 1695, tile co//j had fullered in England a'debafe- 
( ment from clipping, of near 5 o /lerce/;/. This circum- 
ftance, more than any other, aflefled the credit of 
' England , and increafed the expenfe of King Wil- 
liam’s war. In Richlieu’s time, circulation and 
trade had made more progrefs in France than in 
■ England at the time Davenant lived. The revenue 
left by Henry the Fourth was double to that of 
England at the revolution : ag J , in general , the 
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income of theKings of France had far exceeded that 
of the Kings of England, for many reigns before that 
of the great Henry. Borrowing alfo, upon a fixed 
and permanent intcrcft , had been known in Franc# 
fo far back as F rancis the Firft. 

That Prince was tJie firft , I find who contra£fed a 
regular debt, at perpetual intereft, upon the town- 
houfe of Paris, at about 8 per cent, when the legal 
intereft in England , under his contemporary Henry 
the Eighth, was lo percent. 

The predccefTor of Francis, Louis XII had ofgroft 
revenue, charged with his debts, which eat up 
near one half, above 2,5oo,ooo7.. fterling. Dutot, 
Rtiftex. Pol. Vol. I. p. 704. Francis I. left to his 
fuccelTor in 1546, a grofs revenue of 2,685,314 1. 
llerling, and of nett income 2,287,998 /. according 
to Dutot and M. de Sulli. 

Under Henry' IT. and Francis II. the grofs revenue 
flood at about c, 61 8,000 /.fterling. 

Under Charles the IXth, I have not been able 
to difeover any thing which can be relied upon: 
but his fucceffor Henry HI. according to Sulli , 
liad, in i 33 i, a revenue of 3 ,* 5 o,ooo /. fterling, and 
left only about 16 millions'of livres of debt, which 
was no great fum. ' 

To this Henry IV. fucceeded; and by the capacity 
and unwearied application of his great minifterM. de 
Sulli, it was railed to above fix millions fterling, at the 
beginning of the reign of Louis XIII. This revenue, 
by wars andhisexpenfcs,was left greatly incumber- 
* ed; but ftill the taxes were eftabliftied which brought 
it in; and fo early in the reign of his fuccelToi; 
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I.oiiis XtV. asthe ypnr iCS3, liis revenue cxtenrled 
to no UTs than g iS 2 ,gi^ /. Aerlirui, according to. 
jj'itot. Reflex. Pol. Vol II. j) c3G *. 

Per any rn.an , acquainted in the Icafl with the 
Iiiflory of Enc'l.nui , exatnine the fixed revenue, 
tiierc , inidiT i^enry \’U, and \’I1I. and Edward, 
M.ry, and Kli/ibeth , and their furceflors , down 
to the revolution; and thi'^' will evideiuly fee the 
greatdifproportion of wealth, proceeding from taxes, 
in file one and the other hint'clom. 

Promthefe f.ufls 1 conclude, that debts and taxes 
in P'nnce were much more familiarly known 
in Richlieu’s tune, than polhhly they could be in 
Fiifrland when Davenant wrote. 

Public credit h id long grown up in that kingdom, 
'under ^Iie hard influence of regd power : whereas 
in rhi.s It ha 1 fpriing tip lately, under the protedlion 
of liberty . and a muff limited authority. 

To that* caufe I aferibe the dillcience we find 
Lefwe.en the principles of Knglilli and PTench credit; 
and to an eil n^ fimil ir to the caufe I aferibe the 
gieanfic fleps by which Rritain has outflripped her 
powerfo! rival in theendiliflimentofher credit, fmee 
the beginning of tfiis century. 

it is folly to prophecy , I know ; but I may be 
allowed to conjedlnre, that the fame caufes which 
♦. have raifed the credit of this nation to fuch an, 
amazing heighr, will either force the French from 
their old principles , or they will, fome time or 
other, bury her credit in the duft. ' ' 

5 There Toms are all converted into fterling , according 
■to. the va'ue^of ths French livte at the different periods here* 
mentioned. 
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Had one half of the a£ls of power been exerted 
'with ns, which have been fo lamiltar in France: had 
half the liberties been taken, in tampering with the 
claims of creditors ; a total bankruptcy would long 
ere now have beeq the confequence : but in Britain 
credit is young ; and has been tenderly reared. In 
France flie is old , and has been accnflomed for ^ 
many ages to rougher ufage. But example works , 
wonderful effe^Is , efpecially when nations live 
together in this great European fociety ; and the 
advantages of a fecurity to be depended on will every 
day more and more engage the money ’d intereft 
to prefer this to any violent and precarious profits. 

How nicely does not Davenant employ political 
arithmetic, in order to make true eftimates of the 
taxes to be impufed, and appropriated for a term 
of years, for extinguifliing principal and intereft ? 
How exaflly has not the account between the ftate 
and the bank been carried on from i6^5, to this day? 
How faithfully have not all parliamentary engage- 
ments been obferved P When, in 1 749, a moft natural - 
operation was performed,to reduce the intereft of the 
debt of Great Britain , by gentle fteps, from 4 to 3 per 
cent, what an outcry did it not make , although an 
alternative was left to the creditors, either to receive 
an actual reimburfement, or to accept of the new 
terms ? The credit of Great Britain muft have ap- 
peared to France in the light of a pettifli child, edu- 
cated in the houfe of a too indulgent parent; her 
own is not treated with fuch gentlenefs; and wh*en 
our money-jobbers try their hand at Paris, and 
meet with difappointments from unexpedted a£t* 
of council j to prevent the laugh going againft them. 
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for trnflinjr to the credit of France , they turn it oft 
byajeft, and protend that they were only playing 
as at the Groom-Porter's, or in Change-Alley. 

In a word , what would totally ruin the credit 
of England, does not equally aftecl that.of France. 
An acl of power there, no doubt, throws a damp 
. upon it for a time ; and if that a£l of power takes 
^ place at a critical jumTture, it may cofl her very 
dear; as it has lately coft her the continent of 
North America ; which , I think, was fold for 3s mil- 
lions, with-held from her creditors, for a fhort time 
in the end of 1 yig. But this a£l of power , and many 
others fince, have not ruined the credit of France; 
many truft her Hill; only ihofe who piirchafe in her 
funds, at prefeiit, take about a per cent, from their 

intereft , as a jmemium for the infurance of her good 
faith, until ftie recovers her mercantile reputation’*'. 

C li A P. V. 

Of the prefent Jlaie of public Credit in Great Britain. 

Wk liave , in a preceding cha]>ter , given a 
general view of the /late of public credit in England, 
at the end of the laft century. In this, I lliall briefly 
run through the tnoft remarkable revolutions, both 
in fentiments and events , which have fucceeded 
fince that lime. ^ 

At the revolution the revenue of England was about 
two millions flerling, aftc£led by two debts. The firft 

* Money inverted in the Fre-^ch funds, a««o 1 766, will bring 
the purchafer 6 percent. This I confiler as 4 per cent. 
for the intereft and 2 per cent, premium for the rifle ; and 
were fhe now to borrow any confiderable turns, I fuppofc the 
infurance would rife in proportion. 
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Avas called the bankers debt, contrafted by Charles II. 
and, by letters patent, charged upon his lierediiary 
excife, to the amount of up\v,.rds of i Zoo 000 1 . Thii 
debt was reduced to one half, in thelaft years of King 
William, and putatd wer cent perpetual annuity, to 
commence from 1 7o6.Theother was adebt of 60,000/. 
due to that ?riace’s fervants , neglefled to be paid 
by his fucceffor, and difcharged after the revolution. 

At the peace of Ryfvvick, the national debt amoun- 
ted to about 20 millions. The branches of taxes 
fubfifling at the revolution, and continued till 
then, produced no more than about 800,000 /.; but 
by additional taxes laid on in the reign of King 
William , the whole rev^enue extended to 3 , 355 
4gg /. of which above one million was to ceafe 
before 1700, as has been faid. This reduced the 
revenue, at the beginning of Queen Anne’s reign, 
to nearly what it had been at the revoltrtion : out 
of which if we dedudl the intereft of the national 
debt then fubfifling, and the expenfe of the civil 
lift, wefliall difcoverthe extent of the funds prepared 
for engaging in the war with France; and then by 
comparing the ftate of the nation at her fucceftion, 
with what it was at her death, we lliall form a 
general notion of the progrefs of credit, debts and 
taxes in England during that period. 

The revenue of Kugliiud at the acceflion of (^uccd Anne may be 
ftated at about - .- -- -.jTa 27a oo« 

The debts fahriRlng on the of Decern- 
per ^01 were - - - - jT 6 748 780 

Upon which the annual iiucrcU wai - 566 i 65 

Queen Anne's civil lift - 600 000 

Which two fum amountinjj to - • - - I 

Being deduded from the revenue there ^ 

will remain for the current I’crvicc of the ftate - i io 5 835 

* The Queen go: from parliament 700,000 1 . for hat 
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\Y!,nt tl’.f* cxic^ amount of the 'revenue of J'hi- 
gl.nuf \visat tile death of the Queen, I cannot jnfliy 
f y. Put as ;t may i)c eonijarelu-mled under tiie three 
Cener.il liraiiches of cidt(jms,e.xcircs,:iud otficr inland 
ciutic-.s we m ay form .1 p.uefs at if, tho!i_|h irnpei Ira'tly 
I aliuvv , frotn tfic number of articles in each. 

A: hei' jCC< [Iioi;,the cuRomi coniitroliendtd fifteen 
articlis; at her de.uh , t’lcy ainuiinted to thirty- 
fevtn: at her arceliion, the excifis comprehended 
ten articles ; at fu r death , they amounted to 
twenty-feven ; at fier acceiii m, the other inland 
duties conn)reficnded eight articles; at her death , 
tjiey amountcil to fixteeii, inclinling the land tax, 
then become in a manner perpetual, altiiough laid 
on from year to year. 

At fier accelFion , tlie ]ml)IIc debts amounted 
(as above) to near feveti nilllions, at lier death they 
• exceeded lifiy millions. 

in foiirieeii ye.irs , from die revolution to her 
arceliion . the money granted by ])arliament, 
partly riiii.d oti diefubjeiTt, and partly borrovved^ 
or taken credit for, according to the cuRom of the 
times, .imonnted to above fifty-five millions During 
the i 3 years of Queen Anne, liie money granted by 
parliament raifed on the fubjeit, or borrowed as 
above, amounted to upwards of 80 millions. 

By tliis general fketch I do not mean to enter info_ 
exadl details : LdsmuR !>e fought for in books which 
treat of fads ; nnr chief object is to e.xamine tlie prin-i 
ciples upon which tlie public credit was fupported , 
let die exad fum of money raifed be what it will. 

civil lift; but Ihe imrie’iately ordered 100,000 1 . to be 
annually paid to the ufes of the war. 
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The expenfes of the French war firft engaged the 
nation to revive thofe taxes which had been fup- 
prefTed ; and to impofe many others for a confnler- 
able number of years, in proportion to the money 
borrowed upon them, according to the principles of 
the former reign. 

In 1 7QO, intereft was fo low, that government got 
money at 5 per cent. It continued fo till 1704, 
when fome loans began to be made at 6 per cent. 
and at this rate it flood during the war. 

Butin 1706, the exigencies of government were 
far greater than what all the money to be borrowed, 
or raifcd on the fubjecl, could fupply. This opened 
a door to the abufe of paying the growing deficiencies 
upon the taxes with exchequer bills, chargeable on 
diflant funds. Thefe fell conllantly to great dilcount; 
and tlie unhappy fervants of the Hate wlio received 
them in payment, were obliged to dilpofe of them to % 

people who could wait for an ufurious reimburfe- 
meut by parliament. 

Wlien tliofe exchequer bills had once got into the 
hands of the monied people, they had intereilwich 
government to engage the bank to circulate them at 
0 per cent iiueielt ; but as the lunds upon which 
they were fccured happened at that time, 1706, 
to be engaged for difeharging debts previoully con- 
■ trailed, the bank, during that inteival, could receive 
no payment of this interefl of ftper cent, fo the expe- 
dient fallen upon , was to pay the hank compound 
interefl for all the tallies and bills they were to 
difeount , until the funds appropriated ^ lliould 
be relieved 
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This expedient, bad as it was, and burdenfome 
to the hate in the iiiglieO degree, proved of infinite 
fervice, both in eAabliihing the credit of exclieqner 
bills, and relieving thofe who received pa) tnent in 

them. 

T his operation was quite fimilar to thofe ofbaril:* 
of cii culatioTi upon mortgage. 'I he bank of England 
was here employed in converting into money ex- 
cheque^ bills, fecuredupon the faith of government. 
Banks upon mortgage convert into money the pro- 
perty of individuals, upon private lecurity. Had , 
therefore , banks upon mortgage been ellabliflicd ia 
England at this time, all thole who had property 
would have got credits from them , and would have 
been enabled thereby to pay their taxes , and carry 
on their indnflry, vvidiout diminifhing their con- 
fumption. The exchequer would then have had 
no occafion to iffne dilcredited bills and tallies for 
making up deficiencies; becaufe taxes would have 
been produdlive, and the Rate would have been re- 
lieved of this exceffive burden of intert fi at 3 per cent. 
accumulated quarterly in favor of tfie bank. 

What extraordinary profit inuft have accrued to 
the bank by this operation, every one muft perceive^ 
They were not here procuring funds to lend at a 
great expenfe; all they did was to augment the 
quantity of their paper upon government lecurity; 
which they knew well would be fufpended in the 
common circle of payments witliin the country ; 
and the public borrowings were fufficient to furnifh 
credit for the fums fent out of the country. In this 
▼iew we may conclude , that almoft the whole 
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accnmulatecl intereft paid, wai pure profit to the 
bank, and a great augmentation ot the national 
debt. 

This operation of theb.nkin 1706, did not pre- 
vent fubfequent deficienaes , in the payment of 
the navy, army, ordnance, and of many other 
articles. In 1710, they amounted to above nine 
millions flerling. This was too great a fnm to be 
borrowed; and the bank durfl not venture to dif- 
count more than what domeftic circulation could 
fufpend: fo that after this great debt had circulated 
upon the difcredited obligations which had been 
ilTued for it, and in that way had fallen again into 
the hands of monied people, at 3 oand 40 percent. 
below par, the new proprietors of it were all incor- 
porated into one great company, witli a governor 
and diredlors , who got 6 per cent, for the whole 
capital , with an allowance of Sooo L a year for 
charges of management. 

Thus all the real creditors for thefe deficiencies 
loft the difeount; the monied people gained it, and 
the public paid for all. 

When credit is in this languid ftate, every 
e.xpenfe of govt^nment fifes in proportion to the 
difereditof tlie paper with which they pay, tillatlafl 
the whole fum , with intereft, accumulation, and 
expenfe falls upon the ftate, as if every farthuigof 
it had been frugally expended in ready money. 

This is a general view of the ftate of credit in 
Queen Anne’s reign. 

. Government had not , as in the former war, the 
inconveniences flowing from the diforder in the 
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coin to combat with. Tliefe contributed more than 
any other circumrtance , to raife tlie capital of the 
debts at the peace of Ryfwick. Circulation , to® , 
was confiderably angmenterl, in coultcjuence of 
the increafe of taxes , public debts, and the ope- 
ration of the bank in circulating exchequer bills 
and tallies. Yet money was flill fcarce , in compa- 
rifon of what it might Irav^e been , had proper 
methods been contrived to prelerve it upon a level 
^vith the occafions for it. 

The incorporation, alfo, of nine millions capital 
in the hands of a corporation , which afterwards 
was called the South Sea Companj’^, was an aHiAance 
to public credit , by increafmg a monied intereft, 

■ the principal view of which was to fill the govern- 
ment loans , on the lucrative conditions offered for 
• them. And laft of all, the ffridly adhering to the , 
publig faith of engagements, without feeking, by 
a£fs of power, to indemnify the Hate for the Ioffes 
it had been obliged to incur, from the circuniftances 
pf the times , laid the folid bafis of national credit 
for the future.!^ 

Although the many additional taxes added to the 
former revenue, did not increafe it in any propor- ^ 
tionto the load laid upon the fubje£l during this 
war , they ferved , however, as a good foundation 
for improvement, as footi as the elfeiSs of peace 
rellored them to their full produdfion. But tlie 
charges laid upon them having become every year 
greater, government was obliged to engage certain 
funds for thirty-two years to come, and fometimes 
longerj and many branches of taxes, which formerly 

'1 had 
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h.id been granted for fliort terms , were then made 
perpetual. After the peace of Utrecht, theexpenfea 
of the ftate were greatly diminiflied, and money 
began to regorge: fo that in the year 1716, thefirll 
foundation of the linking fund was laid, by opening a 
fubfcription for paying off about ten or eleven mil- , 
lions fterling , at that time , charged upon feveral 
branches of taxes , the produce of which amounted 
annually to 724 849 /. fterling 

The proprietors of thefe debts were allowed to 
fubfcribe into this new fund, at an intereft of 5 per 
cenf. redeemable by parliament : and in cafe the 
whole fubfcription lliould not fill at that rate, the 
bank and South Sea company became bound to 
make it up, upon receiving a like annuity in pro- 
portion to their fubfcriptions. 

The bankers debt , of which we have fpoken , the 
only public debt owing at the revolution, made 
part of thofe which were to be I'ubfcribed for. 

The taxes which had been appropriated for the 
difcharge of thofe capitals, from temporary, were 
made perpetual ; with a claufe added, that when the 
furplus of the fund, after payment of intereft, had 
dilcharged the capitals of all the national debt due 
the a 5 th of December in that year, the whole pro- 
duce of the fund itielf ftiould remain at the difpofal 
of parliament. 

After this firft operation in reducing the intereft; 
the bank was fatisfied with a redu£lion to 3 per cent, 
of that paid to them ; and they began to circulate 
exchequer bills at a more moderate intereft than 
formerly. 

VoL. Vs . E , 
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Public credit wis now d uly giining ground. In 
1719, the South Sea company, whole capital was 
then fweiled to eleven millions at 5 pr.r cent, with 
a fum of 9*97 /■ flerlmg for the expenfe of manage- 
ment, enlarged their views; and finding great pro- 
fits to arife from fuch a fund under one adminiftra- 
tion , formed a proje£I of acquiring a large fum of 
the public debts, which remained outflandiiig upon 
the original funds appropriated for them. 

Fortius purpofe they propofed to government to 
acquire, 1. llie property of above iG milliona 
of redeemable debts, bearing then 4 and 5 percent. 
intereft ; and to reduce the whole to 4 per cent. 
at niidfummer 1727. 2. To acquire a fum of 

794 000/. of annuities upon lives, and for long terms, 
as they fiiould agree with the proprietors, at 5 per 
cent, upon the purchafe-money, until 1727; and at 
/^percent, afterwards. Annuities were then valued at 
fourteen and twenty years purclufe, according to 
their length : they rofe however, during the opera- 
tion of the South Sea, to 25 and jo years purchafe. 
3 . They were to have a fum added to their former 
allowance for the charge of management , in pro- 
portion to this augmentation of their flock. 4. That 
lor the advantage which miglit follow upon this 
agreement with government, they were to pay into 
the exchequer above feveii millions flerling, toward 
difcliarging other national debts outflandiiig. And 
in the lafl place, they engaged to circulate a confider- 
ablefum of exchequer bills and to pay the intereft of 2 
pence per cent, per diem, which fliould grow upon 
them during feveu years 

* Afcet the long and pariicular account I have given of the 
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I From the operations vve have been defcribing, we 
perceive , that tlie point of view in England, from 

Wiflifippi, ] flia^'not enter into a like detail, concernins; a 
Lhen'e tvliich proceeded upon the very fame principles; to wit, 
the ai tihc.al raifrg the Value of a flock, by promifing dividends, 
out of funds which we;e nowife pioportioned to them. 

I Iha'l therefore , in a very few words, compare feme of 
the operations of the South Sea feh-.me, with thofe of the 
IMid'ilippi ; and in doing it, p .int out the principal differences 
between them. 

The great profits upon the Miffifippi were expeefted from 
the int refl paid by government for the great loan, the farms of 
the revenue, and the profits upon their trade. 

Thofe of the South Sea were , at fetting out, i. The 
pr.'firs upon their trade: 2. The allowance made them: 
j. The differen.e of receiving ^ferceut, for the money they 
laid out inpurchafing the public debts, when money was at 4 
pri- cent as it was when t’le fuheme was fet on foot : and 4. 
The furplus money fubferibed into the fljck above par, in con- 
fcquence of the artifices uf.'d to enhance the value of it. 

The feveri millions they were to pay to the flatc, feemingly 
for no value rccelv-d , were a fort of campenfution for recei- 
ving the y per cent.^ for 7 years, at a time when money was 
worth no more than + fer cent. 

Thefe advantages raifed, at firft, the value of the original 
flo' k of eleven millions. The confequence was, that the pro- 
prietors of the 16 millions of the redeemable debts, which 
were to be bought in when they came to fubferibe their 
capitals into the new flock, tranfatfled them at a proportional 
difeount ; which difeount , being good againft the government 
in favor of the company , fervad to difeharge proportionally 
the feven millions the company was to pay. This gave an 
additional Value to the flock ; andfoitrofe, greatly indeed 
above that proportion. Then the company promifed a dividend 
of 1 o per cent, for one half year , upon their capital , aft 
midfummei 1720; this dividend was to be paid in flock, 

E 2 
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the peace of Utrecht, has always been, to reduce 
the intereft of the national debt ; but never to leave 

which was conflanlly rifing in its value ; hut no information 
was ever given the public concerning the funds which were to 
pr"'ducethis dividend ; fo everyone concluded that there were 
hidden treafure* in their hands, which enabled themtopromife 
fuch large dividends. Accordingly, (lock rofe from }oo 
ferceut. to J7? ; then to 400, and at lafl to 1000 percent. ; 
and in proportion as it refe: the w'calth of the former fubferiber* 
augmented from the furplus above par, paid by the latter, and 
thofe who fubferibed lad , bore all the lofi upon the blowing 
up of the fcheme. 

But one great d'lferer.ce between the South Sea and Milh. 
fippi, was this : That in France there was abundance of money 
in the hands of the public, for purchafing the adions , at the 
exorbitant price to which they rofe ; but in England there was 
not : confequently , in France , the rate of intereft fell to 2 
per cent, and in England , the great demand for money to 
borrow, railed it beyond all bounds. 

Thofe who fubferibed in money , paid down no more than 
10 per cent, at fubferibing ; but became bound to pay up the 
femainder. But when the flock tumbled, people were better 
pleafed to lofe the 10 per cent, they had paid , than to pay 
up the remaining 90 per cent, according to the terms at 
fubfetibing. Thofe indeed who fubferibed their former capitals 
at a vaft difcount,did not labor under the fame inconvenience of 
want of money; but that difeount became as real a lofs toabem^ 
as the calh fubferibed became a lofs to the money fubferibers, 
the moment that thofe who were inthefecret, and who, by 
the moft infamous chain of artifices, had blown up the public 
frenzy, began to realize and fe lout . and that the whole was 
difeovered to be a cheat. So that upon the whole, the Englilh 
fcheme had much lefs foundation than the French. The fiift 
blew up from an abfolute neceflity , and for want of any 
bottom at ail; the lafl frommifeondudb, and rather from folly 
than knavery. I return to an account of the fcheme. 
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in the hands of the creditors, any part of the favingt 
made , in order to diminilh the capital. Thefa 

The original capital of the South Sea company , waS 
II 7^0 000 /. ; the redeemable debts they were to purchafe 
‘in, amounted to i6 7fo ooo and the valueofthe irredee- 
mable, or what were called the abfolute terms, was computed 
at n 0^8 ooo /. together j i go8 ooo /. fterling. 

The proprietors of this original capital of ii 750 ooo /. 
confulted their own advantage only, in purchafing in this 
large fum of debts, which were to be converted into additional 
ftock; and therefore founded very high the great advsn'agea 
of fuch a transformation of them ; imo , From the profits of 
the trade, which they were to enjoy exclufivcly. And 2do, 
From the great addition to their wealth, from the conftant 
rificg in the price of their ftock. They carried their views to 
nothing lefs,than obtaining a majotiry in the h'^ufe ofcom- 
mons, by the weight of their wealth , and of becoming the 
abfolute rulers of the nation. 

The public being from the beginning Intoxicated with fuch 
ideas, fubfcriptions for ftock were opened ac 200 per cent, 
above par ; and fome of the proprietors of the I 'l 808 
fubfcribed at firft their capitals at a proportional difcount •, that 
is,' they made over a debt of 100/. for in South Sea 

ftorlt; and fucceflively, the fubtcription rofe to i ooo per cent. 
Thefc immenfe profits being incorporated into the gains of 
the general ftock, were proportionally (hared by the fubfcribert 
themfelves , who became proprietors ; and the higher the 
(lock rofe, the more thefe gains augmented. This influenced 
the infatuation ; and the dividends augmenting in proportion 
to the price of fubfcription, there appeared no end of the lifmg 
of the ftock. 

The firft dividend offered , as has been faid, was 10 per 
cent, half-yearly , in ftock : this was afterwards converted 
into no Icfs than ;o per cent, in money, for that half-yerr : 
an when ftock rofe toiooo, a dividend of no lefs than yo 
per cent, per annum, in money, was oromifed for twelve 
years to come. E 3 
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favingshave conflantly been thrown into a finking 
{nm\,jitppr>feil to be intended for extinguifliirig the 
capital ; and were it employed for tliat pnrpofe for 
a few years only, and not diverted to otliei ufes, 
I am perfnaded the confequence would be , to 
reduce intcreft in England lower than ever perhapi 
it has been feen in any nation. That interefl may 
be reduced, by making money regorge in the hands 
of the lenders, is, I think, an uncontroverted prin- 
ciple: tliat by regorging in France , anno ijqo, it 
reduced interefl to a per cent, is a fad inclifpntable 1 
fliall not pretend to fay pofitively , that the total 

Had flock tifei to 7.000 per cent, the dividend could 
have as e ii y been carried to loofer cent, per annum, as 
it h.id been to per cent, when at 1000. 

But whence w.is this dividend to be pdJ? The comnany 
and the direrftors took tjcoJ care never to give to the public 
any !ij,ht as to that parn ;ular. 

To prevent, therefore, fuch abufes in the rifine of the 
South Sea, it ouchc to have been p'ovided bv parliament , 
that in taking in fubferiptions, and offering divid nds. the 
di'ecl.)r.e Ihould have i. f .rnied the public, r»'o. Of the 
money owing to tlicnr by government, zdu. Of "he money 
gained bv the fubfcr p'ions above par. And %tio. Of the profits 
upon their trade. And, on the other hand, of the debts due 
by them; and of the nett balance upon thiir books, in their 
favor. 

This would have been fair dea'ing. But to nretend the 
neceffity of fec'ecy, in a poi.;t \vh'“r r a nation is interefted , 
was in itfdf a mere pretext; and had> it b"en otherwife. it 
might have been anfwered , that a company which is obliged 
to have recourfe to fuch fecrets , ought to be prevented from 
dealing with thofe who were to remain ignorant of them , how- 
ever deeply interefled. 
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appropriation of the finking fund, and augmentation 
upon anmnl grants, to make up the void, would 
in Great Britain work this c-ffcft in a few years ; but 
I think it is very probable that it would; and if the 
domefiic creditors , inanyflat'e , where debts, due. 
to Jlrangers , are fvvelled to fuch a height as to exceed 
the whole profits made upon trade, fliall by their 
influence , and from a motive of prefent advantage , 
obftruft a fcheme of this nature ; the confequence 
will prove, in the fuft place, to difcourage, and 
then totally to extinguilh commerce, land in a little 
time to occafion an unavoidable bankruptcy, as fliall 
be farther explained in a fucceeding chapter. I 
return to the South Sea company. 

The propofal of the South Sea company , men- 
tioned above, was accepted of, and ratified by a£l 
’of parliament, 6 Geo. I. chap. 4th. But the difafler 
which befel credit, in confequence of the ambitions 
views of thofe wljo were in the adminiftratiob of 
that company, prevented the nation from reaping 
all the advantages which might have proceeded 
from it. 

The reign of K. George I though little difturbed 
by foreign wars, produced not the fmalle/l diminu- 
tion upon the capital of the public debts; and 
thofe which fubfifled at the peace of Utrecht, flood, 
at his death, at 5 o 3^4 g 53 /. The fame taxes fubfifled; 
and every one aliuofl was by this time made per- 
petual , except indeed the land tax ai>d malt duty, 
which to this day continue to be annual grants. 

But alas ! this apparent revenue , arifing from 1 
multitude of taxes, was of no ufe totvards defraying 

E 4 
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the fmallefl exlraordhiary expenfe of government. 
Every article of it was engaged for debts; and the 
operations for reducing the interell were calculated 
only to produce a fund for difcharging the capital. 
The civil lilt, indeed’, that is to fay, the expenfe of 
civil government , exclufive of army , navy, or- 
dnance , and incidental articles, was paid from the 
permanent taxes, and confidered as a charge upon 
them. But were not armies and navies then become 
as regular an exnenfe' upon every Rate in Europe 
as judges and ambaffadors ? Undoubtedly they were. 
Yet after, the peace of Utrecht, in laying down the 
plan which has conflantly been followed ever Once , 
for defraying the regular e.xpenfe of Britilh govern- 
ment , thefe two great and unavoidable expenfes 
were confidered as contingent only, andprovided for 
by annual grants: and becaufe armies, in time of 
peace, in former reigns, had proved dangemus 
to liberty from the abufe of power, they were fti 11 
confidered in the fame light, at a time when 
liberty and trade were continually threatened from 
their armed enemies and rivals abroad. 

When the continuance of peace , in the reign 
of George the Firfl , had produced the effetd of 
reducing intereft , on many occafions, to 3 per cent, 
the finking fund began to gather ftrength. The 
* land tax, from the year 172a, had not exceeded 
two fliillings in' the pound; and the extraordinary 
expenfe of government , according to the annual 
grants of the i 3 years of his reign, did not exceed 
34 800 000 / br 2 670 000 /. a year. 

** ‘ Public tranquillity was very little difturbed daring 
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the firft twelve years of the fucceeding reign ; and 
all the extraordinary expenfe did not much exceed 
three millions per annum: yfet that expenie , fmall a* 
it was, compared with what it has beenfince, was 
almoA every year made out , by taking one million 
at lead from the finking fund ; and in the years of 
the leaft expenfe , fuch as i73i and i73a, theland 
tax was reduced to one fliilling in the pound, at 
the expenfe of taking twp millions and a half front 
the finking fund. 

Thefe fteps of adminiAration I neither cenfure, 
or approve of. I muA fuppofe every Aatefman to 
have good reafons for doing what he does, unlefs I 
can, difcover that his motives are bad. May not 
the landed intereA, who compofed the parliament, 
have infiAed upon fuch a diminution of their load? 
May not the proprietors of the public debts have in- 
fiAed on their fide, that no inoney out of the finking 
fund Aiould be thrown into their hands , while the 
bank was making loans upon the land and malt 
duties at 3 per cent. / Might not the people have 
been averfe to an augmentation of taxes? When 
three fuch confiderable intereAs concur in a fcheme, 
which in its ultimate, though diAant confequences, 
muA end in the notable prejudice of perpetuating 
the debts , although opportunities oAier to diminifh 
them, what can government do ? They muA fubmit; 
and which is worfe , they cannot 'well avow their 
reafons. 

Such combinations mu A occur, and frequently 
too , in every Aate loaded with debts, where the 
body of the people, the land-lords, and the ere- 
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ditors, find an advantage in the non-piymcnt of 
the national debt It is lor tiiis reafon that 1 imagine, 
tlie litfl way to ol'-vi ite tlie bad confeqnences of fo 
Prong an inllnence in parliament, would be, to 
appropriate the amount ot all finking funds in fnch 
a inanuer, as to put it out ot a nation's power to 
naifapply them , and by this force them either to 
retrench their extraordiii iry expenlcs , or to im- 
pofe taxes for defray ing them. 

The fecond period of George lid’s reign , was 
from tlie breaking out of the Spinidi war in i73g, 
to the peace of Aix-la-Chapelle in 1718. During 
tliefe ten years, (1718 being included^ the extraordi- 
nary cxpenfe was, upon an average, very pear 
Xeven millions ; and at tlie end of tlie year 1 788, the 
public debts amoimtcd to 46 661 7(17 /. bearing 
i gbi o 53 / interelh 

The full expedient for borrowing money during 
tlie war, was go continue the duty on fait for (even 
y'ears ; and to mortgage it at once for 1 qooooo /. 
according to the old phm. To this was added , the 
expedient of lotteries, and loans upon indetermi- 
nate annuities , according to the current value of 
money. » 

An additional excife upon Ipirituous liquors, 
brought in where-withal to conii>enfite thele ad- 
ditional fums o( iuteicfl; and the I'aflliidia company, 
for lending oiie’inillion at 3 percent, upon this oc- 
calion, had their charter continued from 1766 to 
1780. This operation I alfo confider as an anti- 
cipation; and as it was to commence at the diltance 
of 23 years from the time of the grant , could not 
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fail of being very burdenfome to the nation, however 
convenient it might be at tlut particular time. 

Were the India company now, 1766, topnrchafo 
the renewal of their charter for 14 years, what a fum 
might be expeded from it! Yet the value given 
for the grant they then obtained did not exceed 
3 o 000 /. becaufe the other annuities of 3 percent. 
were fold at that time for 97 /. or, in the language 
of the funds, at 3 /. premium for every 100 /. fub- 
feribed ; and this fo early in the war as 1743. 

The pradlice of borrowing upon premiums had 
taken place in Queen Anne’s reign , and lias of late 
years been very common. 1 he credit of Great 
Britain is fo firmly eftablifhed, that in whatever 
way government inclines to borrow, the money ’d 
men are willing to lend , provided the loan be 
made at the then rate of interefl. 

To avoid therefore the eftahliflimcnt of funds at 
different rates, in proportion to the flu£luations of 
money, the bargain is made at one determinate • 
intereft. Suppofe , for an example , 3 per cent. 
Then , according as it is found to rife above that 
rate in the market , a premium is paid out of the 
money fubferibed ; as in this cafe 3 /. was paid out 
of the 100 /. fubferibed ; that is, the fubferiber 
retained it, and obtained his 3 /.annuity, for the 
payment of 97 /. fo this remained a 3 per cent, loan^j 
inftead of being, as it really yias, at 3 9/97 percent. and\ 
was fold and transferred as every other 3 per cent- ' 
without occafioning any perplexity. 

As the war continued , intereft rofe , from the 
demand for money , when the fupplies became 
deficient. 
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The year following , viz. 1744, manifefted 
itfelf , by the conditions offered by government, 
which were: of two millions to be borrowed, 

at 3 per cent, as before, upon the whole fum, 
i 5 ooooo 4 fliould be formed into perpetual annuities, 
and the remaining 5 oo 000/. into a lottery, con- 
fiffing of 5 oo,ooo tickets , to be fold at lo /. each. 
The original fubfcribers to this loan fubfcribed 
therefore 10 /. for the ticket, and 3 o/ for the annuity, 
in all 40 /. ; for which they were to receive 3 per cent. 
But the premium confiffedinthis , that every fnb- 
fcriber for 10 tickets, that is, 400/. of the total fund, 
had an annuity for life given to him of 4 4 loj. 

This made five tlioufand annuities, 4 4 lo s. 
each, oraa 5 oo 4 ayear tobeaddedtp the intereftof 
3i per cent, on the two millions, that is, to 60 000 4 
a year of perpetual annuities. So that the whole 
loan of two .millions this year coft government 
8 a 5 oo 4 of intereA, or 4 ijB per cent.-., as 5 oo 4 of 
which was to extinguifh with tlie lives of the 
fubfcribers. 

Now, if we fuppofe thefe life-annuities worth ao 
years purchafe’^% this was the fame thing as if 

* This may fevra a high va'uation , and is , in fadt , far 
beyond what any of thofe annuiiiiss fold for ; but as the in- 
tereftof money cannot beeftimated, fora conftancy, at more 
than I per cent, and that probably the beft lives were chofen, 
the value to government of foch annuities may well be eftimated 
at 20 years purchafe* By De Moiyre’s tables, annuities for 
the moft favorable ages , intereft being at ; per cent, are 
valued at 19 87 years purehafe; and his valuations are gener- 
ally allowed not to be tpo high. 
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government had given a dedu£lion of go /. oot of the 
400 /. fubfcribed ; confequently the remainder , 
which was 3lo /. produced 12 1. This makes the 
rate of intereft upon the loan to have been 3. 87 
per cent. And as government inclined that the loan 
Ihould be made in that way , the lenders were 
willing that it lliould befo; and the difference be- 
tween 3. 87 per cent, (the then rate of money) and 
4 intereft, which was paid by government, was 
a finking fund , as it were , for the gradual extinc- 
tion of the capital of the lottery for 5 00,000 4 during 
the lives of the annuitants. 

In 1746 , perpetual or indeterminate annuities 
were conftituted at 4 per cent, and the premium * 
upon the ten lottery tickets was railed to g 4 lif^ 
annuity, ' * 

It would be unnecellary to trace the Various 
methods of contriving the premiums given in the 
fucceeding years of this war. The principle upon 
which they were regulated was always to proportion 
them to the rate of intereft at the time ; and the 
motive was, I fuppofe, that by this method of 
borrowing , a part at leaft of the debt would become 
extinguillied with the lives of the fubfcribers. There 
might perhaps be another, to wit, that by fwelling 
the capital, for value not received, there was an 
appearance of borrowing at a lower rate of intereft 
than what in reality was the cafe. Thus in 1747, 
when 6 3oo 000 • 4 were borrowed, inftead of 
giving not quite 4 iji per cent, for thisfum, they gave 
4 per cent, upon 6 g3o 000 4 which capital , although 
money Ihould return to 3 per cent, was ftill to Hand 
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nt its full value ; whereas, liacl 6 3 oo 000/. been 
burrowed at 4 \J 7 per cent, tliere would liavebcen a 
favingof 600 000 /. upon the capital; and at the peace, 
the inttrefl of 4 \J7pcr cent, would ecjually have 
come down to 3 per cent, with the other funds. 

During this firfl war of George the Secoml, the 
land ta.K was conflantly at 4 s. in the pound ; and 
7iew branches of cuffoms, excife, or other inland 
duties , were created in proportion to the fwelliug of 
the national debts , which , on tlie 3 1 ft of December 
1748, amounted to 78293 3 i 3 /. fterllng , bearing 
3 oo 5 3 25 1 . intereft; and the finking fund, or f'urplus 
of all permanent taxes then impofed , after paying 
the civil lift, and the intereft upon this capital, 
amounted to I 060 948 /. fterliug. During this war, 
the debts were increafed above what they were at 
the end of 1738, by 3 iG 3 i 54G/. fterling capital, and 
by I O j 3 272 /. of intereft or annuities. , 

The war was nolooner over, and the national ex- 
penfe diminiihed, than money began to regorge in 
the hands of the monied intereft: an infallible con- 
fequence of fuch a violent revolution; when extra- 
neous circumftances, fuch as occurred after the peace 
I7G3, do not prevent it. 

To profit of this coujuuclure, government, early 
in i7 ig , propofed tliat all the public creditors upon 
capitals bearing 4/;cr cent, intereft, redeemable by 
parliament, and amounting to upwards of mil- 
lions, who fliould accept of 3 /ler cell/, from December 
1757, fliould have their debts made irredeemable 
until that time; and in the interval fhould continue 
to have 4 per eent. till December 1750 ; and 3 ifo 
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per cent, from thence, until the total redu£lion to 3 
per cent, in December 1757. 

This bold undertaking had the defired efie£l. 
Many obftaclcs were thrown in. the way ; but the 
regorging capitals in the handsof many , made every 
one fear the reimburfement for himfelfj and the 
credit of France was then fo low, that very few chofe 
its funds as an outlet for their fuperfluous money. 

But an outlet, unfortunately, was not wanting at 
the end of the laft war in 1763 , as we fliall fhow in 
its proper place. 

Here then is a notable inflance of the efieils of 
regorging money. A fmall fum , when compared ^ 
^vith a nation’s debt , operates upon the whole 
capital ; as a fmall balance upon the trade afle£Is 
the wl-.ole mafs of reciprocal payments. 

The reimburfement of millions offered by 
government, in 1749, was, to the convi£lion of 
all the world, an imprafticable fcherne; but the 
ftockholders feeing a large fum ready to be fubferibed, 
at the intereft offered , and feeling the effe^ls which 
that regorging money mufl , in all events , have 
produced, willingly, and wifely perhaps, con- 
fented to the offer made them. Had they refufed , 
and had the fcherne propofed become abortive 
thereby , perhaps the nation might have been fo 
far animated againft the creditors, from the dif- 
appointment, as to have confented to be at the 
expenfe of defraying the fervice of the following 
years, without encroaching upon the finking fund. 
What effe£l this would have produced upon the 
rate of intereft , in that conjundure , no man can 
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tell , nor will tlie real confeque^jpe of fuch a meafiire 
• ever be known, until the happy trial be made. That 
it Would have brought intereft below 3 per cent. 
in December 1737, is , I think, evident : for as 
matters flood, had the creditors of 57 millions been 
able to hold out , I muft do them the juflice to 
believe, they would not have confentedto thepro- 
pofal made to them; and an addition of all the 
finking fund thrown among them annually, at a 
time they could not difpofe of what they had, upon 
better terms than thofe offered them, would un. 
doubtedly then, as at all times, operate a very great 
national relief , in bringing down the ’intereft. 

During the tranquillity which continued from the 
peace of Aix-la-Chapelle, in 1748, to the commence- 
ment of hoftilities.in 1735 , the money expended 
for extraordinary fervices amounted on an average 
to above four millions per annum. The expenfe of 
government was then increafed , by fupporting the 
colonies , and by feveral great and uncommon out- 
goings at home , for purpofes mentioned in the 
fupplies of thofe years. 

.A little before the breaking out' of the laftwar, 
that is to fay, on the 5 th of January I 755 ,;the 
national funded debt was reduced to 7a 58(3674/. 
upon which was paid an annuity of 2 654 5oo 1 . 
and the finking fund amounted to i 3 08 814 /*, 
At the end of 1763. the year of the peace, the 

• To this funded debt mull be added the unfunded debt, 
which I do notkaowexaiflly; and the value of the annuities 
granted in 174;, and 1746. 

funded 
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funded del>t amounted to i 3 o 586 78() /. lo s. be-' 
fitles above 9 millions not provided for. So that at the 
endofl.ifl war the national debt exceeded 140 mil- 
lions; belides the value oi the annuities granted iii 
1757, I76r, andi76i. Hence it appears, that the 
war occrthoned an augmentation of upwards of 
58297 1 16 /. upon the funded national debt; befides 
the dillereiice lietween the unfunded debts at the 
beginning and end of the war ; and ailo the value 
of tiiofe annuities *. 

I lhall , before 1 conclude this chapter, prefent a 
fliort fcheme of the flate of the nation at that time : 
but firft let us take a view of the methods ufed to 
borrow fo large a funi in the lliort period of eight 
years. 

Until 1757, money was borrowed by government, 
at a little above 3 per cent, but then a loan of 5 mil- 
lions being neceflary , government confented to 
create annuities of 41/2 per rent, irredeemable for 
24years.By this expedient tlie monied people eluded 
the operation of reducing the interefl of this fund, 
upon the return of peace. I low far this expedient was 
to be preferred to the former, of increafing the capital 
beyond the money paid; or wliether it would not 
have been flill better to have paid for the money 
wanted , according to the current rate of interell 

* The annuities of 1797, areeftimated, by the author 
of the Corifiderciions on Tiade and the F t-.ances, at 
472 900 1 . or at 14 tears purchafe; ana the annviiies of 1 76 r, 
1762, at 6 826 879 /. cr at 27 1/2 years purchafe. But; 
thii> valua ion feeus too low , for the reafons given in the 
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in the market at the time , waiting until a peace 
might afford a favorable opportunity of reducing 
it , I fliallnot take upon me to determine. 

I have obferved how ralh it is for any one to 
cenfure a6lsof adminiftration , when the motives of 
a ftatfcfman’s condufl are unknown. This, however , 
I have fometimes ventured to do , in fpeaking of 
things which happened many years ago ; but we 
ought to be more cautious as we come nearer to our 
own times , becaufe not having , as in this cafe , 
a courfe of experience to point out the errors, we 
mufl entirely rely upon our own fagacity, and reafon 
only from analogy. 

During the laft war, as in that preceding it, 
taxes were increafed in proportion to the intereft of 
the money borrowed, and new impofitions, were 
now laid on the articles of great comfumption, which 
produced abundantly. The new malt-duty of 3 
per bulhel , and the new beer-duty of 3 s.per barrel, 
bring in net into the exchequer near 820 000 /. per 
annum ^ and difeharge the intereA of above 2 7 mil- 
lions fterling, at 3 per cent. Such a fum railed at the 
end of a war fo very expenfive, and at the very 
time tvhen the credit of France was totally fallen , 
muA have operated in the ArongeA manner, and 
did in fa£I operate more , perhaps, than any other 
confideration to put an end to that war', the moA 
glorious that Europe has beheld fmee the beginning 
of this century, or perhaps in any age whatever: 
advantageous to Great Britain, notwithAanding all 
the expenfe , providing that the confequencea 
happen to correfpond to what may be reafonably 
«xpeded. 
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Ifliall now fet before my reader a fliort ftate of the 
taxes , debts, and public funds of Great Britain, 
at this bright period of her hiftoryT 
From the beft authority I have been able to pro- 
cure , the revenue- of the ftate , confidered under 
the three general branches of cufto ms , excife, and 
other inland duties, which comprehend the whole 
permanent income of this kingdom ,^was then a< 
follows : 



Cullomi net into the exchequer, about 
Excifc in all its permanent branches net about 
Other inland duties net * - . 

Land tax at 4 s. in the pound- • . . 

Annnal malt tax net - • . . . 

In all ....... 



£ 1 000 000 
4 600 000 
1 000 ooiM 
■"* 000 000 
6 i 3 000 
10 2li OOO 



Let us next ftate the annual charges and appropriations , 

fettled upon this fund. 

Fisft then the civil lift , to the amount of £ 8oq 000 
tilo. The intereft of about i 3 i millions of 
funded debts at difterent rates of intereft , about 4 5oo 000 

'itio , The intereft of nine millions not then s - 

provided for, fuppofed to b^ at 4 ptr cent.j - 36 o 000 

In all of regular and permanent annual charge 5 6Goooo 

So there remains free , about .... 4 553 000 

From whi h if we deduft the annual grants of land 
and malt-taxes, which'extend together, as above, to s6i3ooo 
There will remain as the produce of the finking fund* 340 000 



* I find that the finking fund is now eftimated at * loo ooo/. 
by the author of the Confi derations on Trade , &c. above 
cited. I am alfo informed that the net produce of the cuftoms 
exceeds 2 ooo ooo /. confiderably : but 4 600 ooo/. is 
f ather the grols than the net produce of the permanent duties 
of excife ; that is, of all the excife duties , excepting the 
annual malt-duty. It muftalfo be obferved , that the annul, 
ties payable to the national creditors, amounted , the yth 
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In that Rate, nearly, ftootl the afTairs of Great 
Britain after the conclulion of the peace in 1763. 

It now only remains to oiler fome conjeflure* 
why , after this period money was not fotind to re- 
gorge, as after the peace of Aix-la-Chapelle, foasto 
fnrnilh an opportunity of reducing the rate of intereft 
upon all redeemable debts , and by that of raifing 
the amount of the finking fund, and more firmly 
efiablilbing the national credit. 

After the fall of the credit of France towards the 
end of 1739, Great Britain had the command of all 
the money to be lent in Europe ; and accordingly 
amazing fums were borrowed in 1760, 176I, and 
j76<i. Of tlie fums borrowed, a great part, no 
doubt, was the property of ftrangers ; but they, not 
being fo well acquainted willi the affairs of this na- 
tion as theEnglifh themfelves, infleadof fubfcribing 
to the loans , lent the money to our own country 
people, who, in liopes ofagreat rife upon the re- 
turn of peace , filled the fubfcriptions with bor- 
rowed money. 

The confequence was , that no fooner did the 
funds begin to rife after the peace, than every cre- 
ditor demanded his money of thofe who had in- 
veiled it in the public funds. This obliged the latter 
to bring their flock, to market , and this again had 
naturally the efieft of keeping the funds very low. 

Janusry 1764 , to more than 4 720 000/. But on the other 
hand, the intereft of the unfunded 9 millions is rated too 
high , as appears from the author above quoted. I cannot 
pretend to give exadt details. The general fketch here ftated 
is fufficientfor my purpofe. 



Digitized by Google 



Chap. V. POLITICAL ECONOMY. 09 

Some, morepradent than the reft, had borrowed ^ 
upon a long term of repayment ; which had the 
effect of putting off ftill longer the fettlement of the 
funds in the hands of the real proprietors , and of 
taking them out of thofe who only held them no- 
minally. 

Beftdes this accidental caufe of the low price of 
the funds, other circumftances, no doubt, greafly 
contributed to produce the fame effect. 

However great the balance of trade, that is, of 
exportations above importations, may have been 
pflate in favor of England, ftill the mighty fums 
drawn out by ftrangers have certainly, upon the 
whole , prevented much money from coming home 
on the general or grand balance of payments. While 
that remains the cafe, it is impoffible money Ihould 
regorge at home in the hands of the natives, and until 
this happens, there is no hope of feeing the 3 per cents. 
above par. But then the'rife, fmallasitis, fincethe 
peace , may encourage us to hope that that time is 
not far off; for had the profits of our trade been quite 
unable to balance the lofs upon our foreign debts , 
the funds would undoubtedly ftill continue to fall, 
which is demonftrably notthe cafe from the circum- 
ftances of the loan in April l?66, obtained by go» 
vernment , with the affiftance of a lottery indeed , 
at 3 per cent. * 

* The loan of 1766, was i 500 000 1 . at j per cent. 
Every fubfchber for 100/. had an annuity of } p:r cent, on 
60/. and 4. lottery tickets , valued to them by gove nment 
at io 7 . each, in all 100 1 . The prizes and blanks in thq 
lottery amount to 600 ooo 7 . and bear j percent, paid br 
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Here then was an outlet provided for more money 
than all that could regorge at home , viz. the pay- 

government. The annuities amount to 900 000 /. and bear 
alfo ) per cent. The number of tickeu are 60 qjo. Hence, 
at 10 /. each , they amount to 600 000 /. 

The advantage government reaps by this way of borrowing, 
is, that the (lelire of gaming, raifjs the lottery tickets above 
their value , when thwvii into the hands of the pub ic ; and 
this advanced value being a profit to thofe who receive them 
in part of their fubfcription , thir piofit they fhare with go- 
vernment. Example. In April 1766, when government bor. 
rowed i ^ooooo /.at J percent, the ; percents, were only at 
89: confequently, the difference between 89 and 100, which 
is 111, mull have been fuppofed to be the fum which the fub- 
fcribers, from the propenfity of people to game, hadareafon- 
able , or rath r a certain expeiffation of gaining upon the fale 
of 4 lottjry tickets, that is, 2 /. nr, upon everyone. 

To know therefore the real par of a lottery ticket , you muft 
proceed thus; it cods the fubfcribcrs 10 /. for which they 
receive fr m government } per cent. This 10 /. as ; percentt. 
ft lod at 89 , is worth at that rate no more than %l. ig r. add 
to this fum what the public muft pay for the liberty to plsy, 
which we have ftated above at 2 /. 19/. and you have the 
exadt par of a lottery ticket at 1 1 Z. 1 1 x. 

■Whatever they fell at above 1 1 /. i } x. is profit to the fub- 
fciibers , whatever they fell below 1 1 /. 1 1 x. is a lofs to them 

This pmfit, though fmall in appearance, is greatly in- 
cresfed from another circumftance , viz. 

That the fubfcribcrs may fell their fubferiptions at a time ' 
when th'-y have really advanced but a fma'l part of it. The 
firft payment is commonly of i s per cent, on their fubfcription : 
when they fell , they make this profit upon the whole capital. 
Suppofe then i ^ per cent, paid in : if the profit upon felling be 
no more than l per cent, upon the capital, that i per cent, 
turns out no lefs than 6 2fj per cent, upon the money they 
have advanced. Thus a petfon who is poffeffedof i^ooZ. 
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ment of thofe foreign creditors , to whom the ftock- 
holders were indebted. Befides this, the fale by ' 
government, of fuch trafls of land in the new ac-> 
quired iflands in the Weft Indies , 'provided an- 
other ; money was even placed in the funds of France 
foon after the peace , until the adventurers were 
checked by the operations of the King’s council, in 
reducing both capitals and intereft upon them , con- 
trary to the original ftipulations with the creditors. 

A lucky circumftance for Great Britain , as it forces, 
in a manner, all the money of the continent into the 
Englilh funds, which equally remain a debt upon 
the nation ,* whether high or low in the market. 

only , may fubfcribe for to ooo /. in this loan : he pays in 
h!si5oo /.and receives his fubfcription ; when he fells, he 
fells to 000 Z. fubfcription, upon which he gains i percent. : 

1 per cent, of to ooo /.is ico /, fo ( in one month fuppofe ) 

he gains by this means too 1 . for the ufeof 1500 1 . But as a 

counterbalance for this profit, he runs the rifk of the falling 

of the fubfcription , which involves him in a proportional lofs 

if he fells out ; or in the inconvenience of advancing more 

money than he had to employ in that way , in cafe he Ihould 

prefer keeping his fubfcription for a longer time, in hopes of 

a rife in the public funds. By this mode of borrowing, \ 

government profits by the difpofition of the people to game. 

But this propenfity has its bounds, and at prefect it is found 
by experience not to exceed 60 ooo lottery tickets, or 
A 00 ooo /. "Were, therefore , a fubfcription’of ) millions taken 
in upon the fame plan with the prefentof i ^oo ooo /. the 
tegorging numberof tickets would fo glut the market, that 
the whole would fall below the par of their fuppofed value. 

F4 
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CHAP. VI. 

I 

Stale of the puhllc Credit in France^ their PcbtSy Fundty 
and Appropriations, at the Peace 1/03. 



FTxEit as eafy to jTPt information of the politi- 
C.il Hate of I ranre as oi Britain, one might attempt 
to give fucli a ihctcli of tJieir aff.iirs as we linve now. 
done of the otiier; Imt when we coiificler the l ime 
accounts given by French antliois who have made 
refearclies of that kind their particular fludy, it would 
be incoMfidcrate in a flrangcr ever to undertake a 
talk fo difficult. 

Ill France , the finances are confidered as a poli- 
tical arcanum, of great conftquence to the ftate to 
conceal from vulgar eyes. It is not long ago, fince 
the farmers of the greateft part of the revenue ufed 
regularly to burn their books at the end of the year, 
to prevent tlie King’s fervants from knowing the* 
flate of the moft eflential part of his affairs. Cardinal 
, de Fleuri aboliflied this cuflom, and obliged them 
to lay every thing open to his eyes. 

I finll now endeavour to comunicate , inasfliort 
and diflind a manner as I can, an idea of the prefent 
flate of the French revenue; of the taxes from, 
which it proceeds ; of the manner they are admi- 
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riiflcred ; of the purpofes to which they are appro- 
priated ; and of the ftate of the King’s debts at the 
end of tlie laft war. 

P rom this view we fhall form a gene'ral notion of 
their public expen fes ; of their public debts; and 
of what is mofl material , of the refources of that 
Kingdom in time to* come. 

For this purpofe , 1 fliall divide the whole revenue 
of France, that is all that is raifed on the people , to, 
whatever purpofe it may be applied, into five bran- 
ches ; and after having firfl explained the nature of 
^ich, I fliallgivea general detailofthemin their order; 

The firfl branch is what is called the King’s or- 
dinary revenue. This is compofed of about twelve 
articles of permanent taxes,- fuppofedto b.e fuflicient 
for defraying the whole expenfe of government, 
civil and military, in time of peace. 

The fecond is compofed of all the extraordinary 
impofitions which were laid upon the people , in 
confequence of debts contracSled in the former war, 
ended in 1748. 

The third, what was impofed during the laft war, 
for the fervice of the ftate , and for paying off the 
debts then contradled. 

The debts of France, contrafled in periods ante-’ 
rior to thofe two wars , are charged on the ordinary 
revenue , as we fliall prefently fee. 

The fourth branch confifts of two articles. , The 
firft comprehends certain perpetual taxes appro- 
priated for certain ftate expenfes , not charged upon 
the ordinary revenue. The fecond , what is com- 
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puted to be the expenfe of lerying all the taxes , and 
alfo the profit of the farmers ; or in other words , 
what the people pay more than the public receives 
from the hands of the 'tax-gatherers. 

The fifth and laft branch , comprehends the taxes 
paid to the court of Rome , to the clergy, and to the 
poor ; with other duties belonging to private perfons. 
Under one or other of thefe five branches , may be 
very properly arranged all the taxes paid by th^ 
French nation. 



Firft general branch. 

The King’s ordinary revenue, with the charges upon 



it for the 



Articles of revenue. 

I. Domain(lhe King’s landed eflate) 
f.Taille ( the land-tax ) 

J. Double capiution (the poll-tax) 
^ Ditto upon fuch as have civil 

employments, penGons, Stc. 
5.2 s. in the pound on all civil 
employments. 

Carry over 



year 1761. 



Fr. money. Sterling ditto, 

livres. 1 . s. d. 

6000000 *66 666 i 3 4 
56600000 2 5 i 5 555 II I ly* 
53 200000 *364444 8 10 i/s 

6700000 *97 777 i 5 6 iy» 

6800000 302 222 4 5 i/t 

1*9300000 5 746666 i 3 3 ij'i 
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Brought over - 
b. The mint, or coinage 

7. Decimes and capitation of the 

clergy - - . . 

8. Free gifts from the ftates of 
Burgundy, Provence, Langue- 
doc, and Brittany 

g. Paulette , or annual tax upon 
hereditary olhces - - . 

10. Tax on the Lutheran clergy of 
Alface - - - - . 

It. Regale , or the fovercign’s 
right on ecclefiaftical benefices 
12 . General farms - - _ 

Total of the ordinary revenue 
Of this total the general farms 

amount liv. 1. 1. J, 

to 112 500 000 5 000000 — >i 

And the other branches 
loi 5 S 3 ooooo 7035555 II r 1/4 
The (arms were incr,cafed anno 
176a by - - . . 

f ’ 

Total ordinary revenue at the ) 
end of the war - » \ 

Articles of Expenfe. 
Houfhold of. the Ling and royal 
family - - . 

Ditto, their perfonal expenfe 



Fr. money, 
livres. 

lag.Soo 000. 
8 400 000 


_ Sterling ditto. 

1 . I. d. 

5 746 GG6 1 3 3 i/a 
106 666 i 3 4 


18 400000 


551 III 2 • i/a 


10 000 000 


444444 8 10 1/2 


9 600 000 


ii 5 555 11 I 1/4 


800 000 


8 888 17 g 


I 400 000 
118 5 oo 000 


62 222 4 5 ^4 
5 000 000 


a 70 800 000 


12 o 35 555 11 • 1 1/4 






11 5 oo 000 


5 ll III 2 2 l/2 


282 3 oo 000 


19 546666 s 3 4 


9400 000 
4 600000 


417 777 t 5 6 1/2 
204444 8ioi/t 


1 4 000 000 


622222 4 5 



• Carry over 

^ Thefe redudliong of French money to flerling , *re 
computed at the rate of 22 1J2 livres to the pound fterling. 
Hence 270800 000 livres make 42 o; f 5 5 ^ /. 1 1 /. and ti fid. 
fterling, or nearly i i/ij. d. as flated , though'the amount of 
partial Turns diftera hy i d. 
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Broujrht over • • 

King’s Babies and ftud 
Huntingcqutpnges - • - 

Alrfts - - - - - 

Pay of the palace guards, (gardfs 

de/a fior/r) &c, - • - 

King's buildings ... 

Total expenfe of tlic court 

Payof all the houfliold troops - 
Pay of all the other troops of 
France - - - - 

Fortihcaiions - - • - 

Artillery for land fervice - 
Military gratifications , over and 
above the pay - - - 

Pay of general officers command- 
ing in provinces and forirclTcs 
Pay f See. of the marechaufsce ^ 
Expenfe of prifoners of {late 
Ordinary expenfe of the navy 

Total regular military expenfe^ 
by land and fca - • ) 

Royal pcnfions ... 
The appointments of the King's 
miniflers .... 

i Carry over 



Fr. money. 

, livres. 

14 000 000 
2 5 00 000 
1 600 000 
600000 


Sterling ditto. 

1. i. di 

C>22 222 4 5 

1 I I 1 I 1 2 2\f2 

71 III 2 2l/i 

26 666 i 3 4 


3 300 000 
6600000 


' 1 46 666 1 3 4 

jy 3 333 6 8 


2SG00000 


1271111 2 g 


8000000 


355 555 11 ny4 


48000000 
6 000 000 
G 600 000 


2 i 33 335 6 8 ‘ 

266666 i 3 4 
293333 6 8 


xo 000000 


444444 8toi/J 


f opo 000 
9 200000 
1 200 000 
t 5 000 ooo 


SS S8S 1791/4 

97 777 «/» 

53 333 6 8 

Slum 221/2 


109000 000 


4 844 444 8 10 


9000 000 


400 000 


3 io 000 


i 3 777 i 5 6 1/2 


9310 000 


4i3 77 7 i 5 6 i/» 
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Brought over 

Ditto oT the firft prefidcnts of all 
the parliaments in France , cx- 
penfe of criminal profccutions , 
and mUny other articles of that 
fort 

Appointments of the venal •em- 
ployments, of the robe, treafu- 
rers, receivers, comptrollers, See. 
Bridges, highways , dikes, See. 

For the royal academics - 
To the King’s libraryand archives 
of France - . - 

Extraordinary and cafual expenfe 
upon the two la{l«nicles 
For lighting and cleaning the city 
of Paris . « . . 

Appointments of the fccretary of 
the cabinet council, forcouriers, 
and other expenfe 
Ditto of minifiers at foreign courts 

Total fum of this branch • 

Intercft at 2 i/*2 />cr cent, upon 
9Q0 ooo 000 liv.or 44 000 oool. 
fieri, of the late King’s debts, 
conftituted after the bankruptcy 

1720 

Intereftat 2 1^2., upon 94 millions 
due to the company of thclndics, 
Mpon their old accompts 1720 



Fr. money. Sterling ditto. 



livTCS. 


1. i. 


d 


9310 000 


4i 3 777 i5 


6 j/» 


32 000 000 


’ 977 777 


6 i/» 


10 000 000 


444444 8 


10 l/» 


4 000000 


177777 i 5 


6 1/4 


1 400 000 


62 222 4 


5 1/4 


X 800000 


60000 


. ... 


400 000 


17777 i 5 


61 /i 


840 000 


J7333 6 


t 


1 400 ooo 


62 222 4 


5 1/4 


1 800 ooo 


80 ooo 


r— 


53 gSoooo 


2 353333 ( 


« 


34 750000 


1 X00 000 ••V. 




s 350 000 


104444 8 


1 01/a 



Carry over 



ayiooooo 1204444 « loi/a 
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Fr. money. 



Sterling ditto. 



Brnuglitover 

Firther allowed to the com- 
panVf Tor paying their divldeudi 
Annuities on lives conflituted 
during the laft war 

Total intereft of debts 



the laft war. 



Fxpenfe of the court 
Fixed military ditto, by fea and 
land • - . . . 

Juftice , penftons , 8tc. 

Intereft of debts - . . 

Total expenfe .... 
jTotal ordinary revenue at the end 
of the war «... 



^ ter. Remains free 



“3 



livres. 


1. s. 


d. 


sj 100000 1304 444 8 10 i/a 








2 400000 


iu6 666 iS 


4 


16000000 


711111 2 


2 1/2 


4S 3*0 000 


2022 322 4 


5 


annuities on 


1 lives is the 


only 


laiy revenue , 


, in confequeuce of 


Fr. money. 


Sterling ditto. 


livres. 


1. 1. 


d. 


28 Coo 000 *1271111 t 


2 1/2 


IO9OOOOOO 


4844444 8 


10 1/2 


S2 gio 000 


2 553 333 6 


8 


45 Sooooo 


2 022 222 4 


5 i/.| 


236 oSoooo 


TO49I 111 2 


2 1/2 


aSi 3 ooooo 


12546666 i 3 


4 


46 2 So 000 


2 o 55 555 1 1 


1 1/2 



Befldes the articles of expenfe here ftated, there 
are many qthers , to which no limit can be fet. The 
comptant , or the King’s private orders for fecret 
fervice, and many different expenfes , form a great 
article. Subfidies alfo to foreign courts : in fhort , 
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n?uch more , in all human probability, is fpent, 
than all the produce of this permanent revenue can 
anfwer. So that from this no relief from debts can 
be expefled , except fo far a& it may be augmented 
by the falling in of the annuities on lives. But public 
debts are to be paid only by funds appropriated for 
that purpofe : and were this revenue to be relieved 
of the whole 45 millions of intereft charged upon it j 
I have little doUbt but the King’s expenfe would 
augment in proportion. 

I fliall delay making any obfervation upon the 
nature of the impofitions wh ich produce this revenue* 
Until'we come to the fubje£t of taxes, to which it 
naturally belongs. 

Befides this ordinary revenue of the Kings of 
France, which (if we except 26 600 000 livres , or 
1 182 222 /. 4 s. 5 \f\d- npon the capitation, added 
on account of the war only for a time ) may be confi- * 
dered as their civil lift ; • there are other branches of 
revenue, which are to be looked on as extraordinary 
> fupplies , impofed for railing money in time of war, 
and for paying off the debts contra£led , Upon the 
return of .peace. Of this 'nature are dixiemes and 
vinfTtiemes ; taxes very contrary to the fpirit of the 
French nation , and to which they never have fub- 
mitted without the greateft reluilance, and only on 
Vfry urgent occafions. ' 

TTie credit of France fell very low towards the 
end of the former war , which began in 1 744 , and 
ended'in 1 748. The parliament regiftered with great 
unwillingnefs every edift impofing new burdens. 
The dixieme was a great augmentation of revenue , 
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for the time it iafted ; but beingan impofition which 
tlie Kings of France never have been able to make 
perpetual , it could not be pledged for fiich large 
fums as are required in tinuj of war, and which no 
nation, however wealthy , can lurniih annually , as 
tiny are demanded. 

To fiipply, llierefore, the want of a fund to be 
mortgaged , and ronfequently the want of public 
credit, the King’s banker, M. de Monin.ntel, with 
other men in bufincfs , joined tlieir credit , and lup- 
plied the King’s e.xtiaoi dinary occafions. They 
opened a fort of bank anno i7 p, where they re- 
ceived money at \J 2 per cent. per month, the principal 
payable on demand. 1 his fund gained credit ; pay- 
ments being regularly made as loon as demanded. 

Upon fettling accounts after the peace, anno it 
tlie King was found indebted to this bank lor a vail 
fum of money. In order to pay it , lotteries were 
fet on foot. The tickets were given to the bankers , 
and they by the fale of them withdrew tlieir own 
paper, which was circulating with very good credit 
on the exchange of Paris. In order to furnifh a 
fund fortius lottery, the King had interefi with the 
parliament to get a twentieth penny eflablillied , or 
one fliilling in the pound, upon all the revenues 
of private people in France , except the clergy, 
and lome hofpitals. The fame was charged upon » 
the induflry of all corporations of trades and meiL 
chants ; and to thefe was added, a capitation upon ^ 
the Jews. 

This was thrown into what they call the caijfii 

d amortijjtmntf 
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datiinrlilfancnt , or fmking fund; and appropriated 
for paying off the lotteries , and fome of the ancient 
debts which were to be drawn, for this purpofe, by 
lot ; and for other extr.iordinary expenfes incurred 
in coufequeiice of the war. This tax was to fubfift, 
I believe, till 1767. h was this caijfe d'amortijfement 
which was Unit up in 17^^, by which flep a mortal 
blow was given to French credit. 

Befides this firft twentieth penny, there were five 
other t ixes impofed , and appropriated during a 
determinate number of years , not exceeding i 5 in 
fome, 12 in others, for paying oil the debts contrac- 
ted in the war ended 17 1^8 , and for fome extraor- 
dinary expenfes of government. 

Thefe lliall be fpecified in the following general 
view of this branch of the h rench revenue. 




VOL. V. 
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Second general branch. 

Extiaordinary taxes eflablilhed alter the peace of Aix- 

^ , t 

la-Chapelle, with tlieir appropriations. 



✓ 


Fr. money. 


Sterling 


ditto. 


i'hc fiift twentieth penny on all 


litres. 


1. s. 


d. 


inco%e - - ' " 

lliuo upon tradcfmen and mer- 


»5 800000 


1057777 


6 i/a 


chants incorporated 


b 5 oo 000 


sSSSSS 17 


9 ’/* 


Ditto upon tlic Jewi 
Total of the twentieth penny 


I 400000 


bssss 4 


5 1/4 


which fotiued a finking fund, \ 
Ihut up in lySg - -) 

Tlie faun of the ports and ulais 


3 1 700000 
1 


1408888 17 


9 'Ji 


of France . - - - 

Two {hillings in the pound of the 


6 000 000 


t66666 i 5 


4 


capitation added to it - 
The farm of ftamp-duties on lea- 
ther , and duties on lannert 


5 5 10 000 


14^335 & 


1 


hark . - - - - 

The faint of duties upon gun- 


t 960 000 


t 3 i 555 11 


*’/4 


powder and faltpetrc • 

Two (hillings in the pound of the 


1 gS8 000 


800 — - 


■ 


twentieth penny added - 


3 1 70 000 


1408x88 17 


9 


Total of this fecond branch oft 




i 3 s 6 t 33 




French taxes - - -) 


5 s 338 000 


6 8 



Af’piopiiitlons of ibis fuud , at 
follows : 

I. For paying, Uuiing loycars, a 
part of lire gf® 0* 
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Fr. money. 


Sterling 


ditto. 


llvics, of old Annuities, charg- 


livres. 


1. 1. 


d. 


ed above on the king’s ordi- 








nary revenue, and bearing an 
ihicrcU of 2 1J2 per cent, the 








yearly fum of 

2. To the India Company, in 
difciiarge of a debt due to them : 


5 000 000 


122223 4 


5 1/4 


lor 12 years - . • . 

3 . For paying the prizes of the 
bankers lotteries every year 


a 000 000 


SS888 17 


9 Vt 


as they arc drawn : for 12 years 
4. Towards making good defi- 
ciencies upon the funds appro- 
piiated for the war, yearly, 


3 Sooooo 


16S 8SS 17 


9 »/4 


till paid - - - 

5 . Ditto upon the funds appro- 


18 700000 


83 i lit 2 


a iji 


priated to ihenew Ecclemililaire 
6. For payment of perpetual an- 


I 200 coo 


53 333 6 


S 


nuities created during lafl war 


14300 000 


644444 * 


10 i/i 



7. For making good deliciencict 
upon the atlillcry and maga* 



aines , during the war 1744 : ^ 

for 12 years, the annual fum 



of - - - - - 

8. Ditto upon the ankle of fo- 


1 800 000 


80000 — 




reign afiairs - . • • 


8690000 


386 222 4 5 1/4 




Total appropriation 


33 690 000 


2475 1112 21/2 





. This branch of revenue appears , by this flate , to be totally ap% 
pTopriatcd to certain purpofes. 

s ' 

' G C! 



I 
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Were appropriations, adhered to in France, and 
could one be certain tliat debts are adually dif- 
charged, at the period appointed , in coni'equence 
oftlie appropriation for that purpofe, we might 
form a better judgment of the atf/ua/ amount of the 
debts of France , tlian in fa6l any man can do who is 
not in theadminiOrdtion. 

Of this fecond branch of taxes I confuler the 
twentieth penny , tlie two fliilliiigs in the pound 
augmentation upon it, and a lihe augmentation 
upon the double capitation j amounting in all ^ 
to above 40 millions a year, as a rcfource which 
France may have at all times, in cafes of neceflity; 
although I do not fuppofe it will be podible 
to eflablifli them as a fixed revenue. They will 
probably , however , as matters Hand , be con- 
tinued, eitlier in whole or in jiart, until the great 
load of debts, recently contradUd, fliall be confi- 
derably diminiflied. 

As for the remaining fum , arifing from the pods , 
leather, and faltpetre , thefe I confider as perpetual- 
becaufe by their nature they are not burdeiifome to 
tlie people. 

We are not to underfland that the annual fum of 
five millions of livres, appropriated for paying off 
the capital of 990 millions of the old annuities, 
bearing 5 ifz per cent. Hated in art iH, was intended 
to be applied to thefe capitals , at the rate they 
Hand. In France it is fuppofed that he who gets 
20 years purchafe of the intereH of his debt, is 
always fairly paid off; and people there are fo fond 
of reimburfements , even at this rate of making 
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them, that when, about the year 1755, alike 
fchcnie of paying oil’ thofe old annuities was fug- 
gdlcd, it was upon condition that every one having, 
for inflance, an annuity of loolivres, fliould, in 
order to be entitled to this reimburlement, pay to 
the King2oyearspurchafe of it, or 2000 livres ready 
money; and that being complied with , his contrail 
was to be put into the lottery wheel , with all the 
rchfubfcribed tor , and if it happened to be drawn, 
he was to receive -jooo livres ; to wit, the 2000 he 
had paid down, and the other 2000 as the value of 
a capital of 4000 livres, at 2 1/2 per cent. 

This every body muA allow procures a wonderful 
facility in paying off debts. If the Englilli creditors 
could be engaged to enter into the fpirit of fuch 
reimburfements , government , I am perfuaded , 
would not apply fo clofely as they do, to reduce 
the intereft upon them ; whereby a great diftrefs 
comes upon poor widows and orphans , who have 
their all vefted in the funds. This inconvenience 
is avoided in France ; the poor are cheriflied by the 
comfort of high intereft; theftate is fet free; and 
the creditors rejoice in getting back their money, 
in any lhape whatever. ' 

The war of 1756 breaking out, obliged theKing 
to tliink of every exjaedient to increafe his income. 
Had he fet out by borrowing upon annuities for lives, 
at 10 per cent, and by mortgaging his ordinary re- 
venue for the payment of them, his credit would 
have been more folid , and the plan of running in 
debt more fyftematical: but in the end , it would 
have involved him in the terrible dilemma of cither 

G 3 
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imling a bankruptcy, in or^cr to Tcinfl.ite liimfelf 
in the poflefTiun of his ordinary revenue , or of 
making him depend more than he inclined upon 
Iris parliament; whofe authority is ahfolntely nec J- 
fary for laying a perpetual and regu’ir imjrofition , 
avhioh alone can form a folid bafis of national 
credit. 

Me was therefore rcfolved , in one way or other, 
to increafe the impofitions on the ]>eople in the 
time of war, in order to avoid the confetpiences he 
forefaw from the lol's of his fixed revenue. 

The King’s miniftersat this time could not convince 
the parliiment of Paris, that in order to borrow 
money upon the bed terms , it was nectfTiry to have 
•a fure fund for paying the intereflof it. 

It had been ufnal to borrow money , on prefTing 
occafions, from the farmers of the revenue, bankers, 
and financiers, as they are called, at 7 and even 10 
per cent. They nnderflanding the chain of the affairs 
of France , nfed to obtain credit both abroad and at 
home , from people who would not lend diredly to 
the King ; although they knew at the time of the loan 
that the money was borrowed for his ufe. The 
reafon was, that the King was under an abfolnte 
iiecefhty to keep faith with this fet of men , upon 
whom the credit of France has depended for many 
ages : and as the profits they ufed to make were very 
great , miniders knew , by a fort of indin£l , when 
"they had gained enough ; and in clearing their ac- 
counts in "the ufual way, a fufTiciency was left to 
them , to repay what they had borrowed from 
others . 
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Perhaps the parliament thought , and perhaps 
with reafon , that-in the main it was cheaper to 
borrow in this way , at 10 per cent, than in the En- 
glifliway, at 3 percent, becaufe ofthe great facility 
in paying 'off the debts which attended it ; but 
this is only a conjefture. That there was however 
a contraft of fentiments between the parliament , 
and the miniffers of the finances at that time , who 
had contracted Englifh ideas of credit , is moft un- 
doubted ; and it was this contraft which brought on 
the bankruptcy in 1759 , when the finking fund was 
fliut up againft the creditors by an aCl pf power. To 
judge of the fentiments of both parties with candor, 
let us then examine the plan of borrowing propofed ^ 
by the one , and by the other. ' 

Theminifter, M. de Silhouette, propofed to the 
King , to levy, as a folidfund of credit toborrow*' 
upon , a general fubvention , as it was called , over ' 
all France; or in other words, to make the repar- 
tition of a large annual payment , over all the cities, . 
towns , villages , and furburbs in France. 

This was to be divided according to the fuppofed 
wealth and quantity of circulation every where. 
Every diftriCI was ordered to report to the King’s 
council their opinion concerning the particular mode '■ 
of raifing their proportional part of it, in the bc.ft • 
way relative to their fituation. This report the 
council was to examine , and to approve or amend 
tlie propofal given in , according to information._^5 
This was perhaps the beft plan of taxation, if 
properly executed, that ever has been thought of, 
for a nation already under a regular adminiftratioa 
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of government, and accuAomed to pay confiderable 
im]iofitionf. 

It removes the inconvenience attending all general 
taxes, which never fail to allefl uncquallv difit rent 
places and diflricns. It admits of a pnidetU mix- 
ture of excifes , with taxes upon poUcIhons , ac- 
cording to the internal circumllances of every place. 
It coniines lliem to towns, where alone all excifes 
at leafl can he levied with propriety. It lightens 
tlie opprellion of tax-gatherers; hecaufe the corpora- 
tion may employ avliom they will for that pnriiofe. 
In a word, it is a tax adminiilered with all the ad- 
vantages of a farm. 

1 his tax, the general fiihvention , after it had 
byen impofed by edid , regiflered in a Bed of jiiflice 
September 1756, fell to the ground , from the nature 
of the French conAitution ; becanfe it could not be 
levied without afyflematic admiiiiflration, fnpported 
by the authority of the courts of law, to whicli the 
parliament would not give their concurrence, for a . 
very plain reafon. 

The general fubvention being very extenfive, 
and calculated for a fund of credit to borrow upon, 
was, by its nature , of a fperies proper to become 
a perpetual Tax, as all excifes are. The parlia- 
ment of Paris feemed to think it agreeable to the con- 
ftitution, which they are fworn to maintain, to 
preferve at all times in their hands a certain power 
over the King’s purfe , in order to prevent an 
extravagjint minifler from impoveri filing the King 
and the kingdom at once, or running them into 
the Inextricable coafufion of an infallible bankruptcy* 
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Tliis circumfpe^lion of the parliament was repre- 
fented in another light at court ; and odious parallels 
were drawn between what had happened in England 
about the middle of the laft century , and what 
foon might be expedled in France. 

Upon Inch topics every one judges as’ he is af- 
fefled. The minifter was railed at by the parliament- 
party , in the moft virulent manner. Who was in 
tne right, and who was in the rvrong, upon the 
general qnellion, of the propriety of raifingfo large 
an impofition , to ferve as a fund of credit, under 
a government like that of France, 1 fhall not here 
examine. But that a folid fund fliould be provided, 
in one way or other, proportional to theaflual defi- 
ciency of the annual fnpplics , and to what could 
not be raifed \viihin the year , for the iifes of the 
war, was, I think, entirely agreeable to principles. 

This the minifter had propofed in the fubvention, 
though perliaps the plan was too great; and the' 
parliament, when theyrejefled the propofal , fen- 
fihle that the exigencies of the ftite demanded a 
fupply of money, propofed in their turn, as an 
equivalent for the general fubvention, to coin for 
600 millions of notes, which tvc-re to have the' v 
fan£lion of parliament for their fund of payment; 
butnoprovifion was made for the ready circulation > 
of them in the interim. ^ 

Here then is an example where the fentiments of 
the French nation were divided upon the principles 
of public credit. And this affords a good opportunity 
of reconciling them , and of confirming thedoflrine 
we have been endeavouring to eftablilli. 

O 
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The minifter felt the difadvantage of the King's 
borrowing npon a lame fecurity ; he therefore pro- 
pofed a iolid and permanent fund of credit for 
performing the obligations to becontradled with the 
creditors. ‘ 

The parliament, on the other hand, examined the 
fituation of the people , who , they thought , were 
no longer in a capacity to pay the taxes already im- 
pofed ; and therefore concluded , that it was un- 
necelTary to ellablifli any new one. They therefore 
propofed to augment circulation , by providing a 
means whereby alienations might be carried on, 
and by that they expelled to render the taxes already 
impofed more produ£live. 

Both parties were in the right, as commonly is 
the cafe in fuch difputes ; but they did not perceive 
how their opinions could be reconciled. 

Had circulation been facilitated by the eflablifli- 
ment of a bank upon true principles , perhaps the 
taxes already impofed , might have produced a fuf- 
heient fund for carrying on the war , without the 
expedient of the general fubvention. 

But the manner propofed by the parliament to in- 
creafe circulation , by paying with paper money , 
and not providing a fund for realizing it when it 
cametoflagnate, was an expedient entirely delufive. 
Tlie paper would foon have fallen to a great difeount : 
the remembrance of the Milhfippi would probably 
have been revived , which would have occafioned 
the locking up of the coin; and the kingdom might 
have been involved in the greateft diftrefs and 
bankruptcy. 
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The minifter fliould therefore have concurred 
with the parliament in a fcheme for eftablilhing a 
bank : the King might fafely have intruded the ad- 
miniftration of it to parliament , and even have 
fupplied coin from the royal treafury for circulating 
the paper. But the minifter , I fuppofe, took it 
for granted , that taxes would be paid , providing 
they were impofed ; and the parliament , that the 
paper would circulate, providing it was ilTued. 

The reafonings I have afcribed to each party in 
this difpute, are not founded upon information: 
they are only natural conjectures which I form 
from the oppofition of fentiments between men who 
were all, I fuppofe, well acquainted with the 
fituation of France, and who refpeClively took part 
according to the Combinations which occurred 
to them. ^ 

The remonftrances of parliamentat that time were 
filled with an enumeration of diflreffes, all of which 
are the necelTary efleCls of a fcanty circulation. In 
the King’s ediCls there is ftrong reafoning upon the 
principles of public credit. The candor 1 feel in 
my bread, while I examine the merits of this impor- 
tant difpute, will 1 hope ferve as an apology for all 
miftakes in point of exaCl information. 

The refult upon the whole was what might have 
been expeCled. The fubvention was dropt , and 
the propofal of the paper was rejeCled by the King. 

The middle term adopted by the parties, Ihowed 
however, I think, that in the main the minifter 
had been in the right ; becaufe the taxes were 
increafed and paid ; had the paper been iflued 
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the fuccefs, I am perfuadcd, would not have been 
lavorablc in proportion. • 

But inflead of a permanent fiibvention , a tax of 
the moll odious nature was efl iblillied , which , 
from tliis very circumdance, there was little danger 
of feeing long continued. 

In the preceding year’, a fecond twentieth penny 
upon poirellions liad been irnpofed , to which liad 
been added a fliillings in tliepound of thetax itfelf ; ' 
a new poll-tax upon certain clalTes of thepeo])le in 
proportion to the number of their fervants j an ad- 
ditional duty upon tlie flamps upon filver and gold 
plate; higlier duties on foreign manufatSiurcs im- 
ported ; and 20 percent, on all former duties 'on 
confumption. 1 he. fecond twentietli was to con- 
tinue until two years after the peace ; the other 
duties for eight years longer. 

IMotwiihflanding this heavy load already laid upon 
property, the parliament, rather than confent to 
the fubvention , agreed to impofe a third twentieth 
penny upon polfelhons ; and to render this tax more 
produdlive , additional poll-taxes upon place-men, 
&c. were comprehended in that edift. I'hus en- 
ded the difpute : the miniller was difmifTed , and 
the edi£l for the general fubvention was with- 
drawn. 

Befides the fecond and third twentieth penny, 
feveral augmentations of revenue were obtained 
during the lafl war , which I fliall prefently men- 
tion , two of which , for their peculiarity , I fhall 
briefly explain. 

The clergy of France, Arongly prefTed by the 



Digitized by Google 




Chap. VI. POLITICAL ECONOMY. (j3 



King, fupported by his parliaments , to give in a 
declaration of their income , in order to be taxed 
at fo many fliillings in the pound, like other fub- 
jedls, after many evafions, at lafl fucceeded in 
difappointingthe fcheme. They offered an extraor- 
dinary free gift equivalent to the two twentieths, 
to be paid annually until 1765 , and this was 
accepted. 

The ordinary free gift of the clergy is at the rate 
of a million and a half of livres a year ; this they 
doubled and paid at the rate of three millions a 
year , which we may confider as two fliillings in 
the pound of all the clergy poffefs in France, which 
makes their revenue to be about thirty millions a 
year , and I believe it does not far exceed it. 

The other branch of revenue is fomcthing analo- 
gous to a circumflancein the hiffory of Euglifli taxes: 
it was called an extraordinary free gift to be paid by 
every corporation in t rance. Cliarles I. had a very 
exaff valuation put upon all England , when he pro- 
pofed to levy lliip-mouey. This was found fo correal 
that it ferved for a bafis to regulate the diffribution of 
the fum of loo 000 /. a year paid to Charles II. for 
his courts of wards and liveries *. 

In like manner the King of France had a very ac- 
curate eftimate made of all France, when he formed 
his edi^f for a general lubvention, which had pretty 
much the 'fate of the flilp-money. And thougli the 
parliament refufed their confent to the great fubven- 
tion, they agreed to effablifli the epitome of it in 
Auguft 175 (j; which fee in the note t. 

Davcnaiu's Ways ant! Means, AriicU* of Montlily .^nefTments. 

t This free gilt as impolcd upon Ai cUIcS) towns, burrows, 
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This tax fmall as it is, may be of infinite confe- 
quence in times to come. The great dilliculty of 
raifing taxes is in the beginning, and if the levying of 
* this trifle in every city , town, village, and fuhurb, 
in France, be carefully condu^fed, with a view to 
fubfequent augmentations, and it if be properly 
diflributcd upon every branch of confumption and 
revenue, nothing will be fo eafy to the King as , 
by his own private authority , to enforce a gradual 
augmentation of it, and perhaps in timetoabforb 
in it, the whole, or at lead the gjeatefl part of 
the revenue of his kingdom. 

Befides the two twentieths, and the free gift of 
the citi es feveral other taxes of lefs moment were either 

villages, and fuliurlis, in France. And tliofc lying vithin the 
juiirdiciion of every Imendani were joined in one futn , leaving the 
repartition of them to thofe magilltates, as the enftora is. 

For the generality of Amiens 
For the generality of Orleans 
For the generality of Paris 
For the generality of Chalons - 
For the generality of Poitiers 
For the generality of Soiflbns 
For the generality of Tours 
For the generality of Rochclle- 
For the generality of Bourges 
For the generality of Moulin 
For the generality Of Riom 
For the generality of Lyons 
F'or the generality of Artois - * i 5 o ooo 

— — — Stciling. 

A ^ 

Sum Total - - • - i 6jo 786 £ 1G4 o34 18 3 

The duties impofedby this arret are to be levied up on allclalTes of 
the people, nobility, commons , clergy , even nuns and monks ; no 
exception is made except in favor of bofpitals for their own con- 
lumptioD only. 



i 53 3 oo^ 
136 000 
i 5 j8 000 
200 goo 
265 200 
60 700 

34 434 
i 3 i 800 
io 5 600 
gi 770 
16S 628 

397 454 



Digitized by Google 



i 



Chap. VI. POLITICAL ECONOMY. 



;mpored, renewed, or continued for a longer term , 
and then fold forraifing money for the ferviceof the 
year , viz. 

\mo , Five years of the free gift of the clergy of 
France, amounting to i5 millions, were paid down 
at once by that body. 

2</o, That of the clergy of AHace,paid in the 
fame way , for the fame term , produced 3 millions. 

3//o , A duty on firewood , &c. in the city of 
Paris, valued at 3 400 oooayear , fold for 7 years, 
for to millions, 

4/0, Another duty upon the confumption of 
eggs, butter, &c. valued at a 400 000, fold for l5 
years for above 3o millions. 

5/0 , A like fum got from the farmers general, 
for allowing them toraife the price of their tabacco 
10 per cent, for to years. The annual amount of 
this I do not know. 

6/0 , And in the lafl place , the third twentieth 
penny, which produced 36 q 70 000 a year, was fold, 
for the two years for which it was impofed, for 60 
millions. 

Thus , of all the impofitionsraifed during the laft 
war, the fecond twentieth, and an epitome of the 
fubvention raifed in all cities, towns, villages, and 
fuburbs , in France , remain nnalienated. 

In order to throw all the light I poffibly can upon 
' the prefentftate of that nation, I lliall next briefly re- 
capitulate the extent of the annual fupplies raifed for 
the fervice of the different years of the war, from 1 756 
to 176a inclufive ; in* which I fhall point out , as well 
as I can how this third branch of revenue was 
appropriated. 

It is in this manner only 1 can communicate to 



PRINCIPLES OF BookII^P.4. 



gr, ‘ 

the reader what I can qiiefs concerning the prefent 
Hate of tliat nation. Could we know, as with us , 
the amount of taxes, and outflanding debts at every 
period, that detail would be unneccllary. 

The extraordinary grants of 1756, amounted to 
iQi millions, 5377777/. fterling. 

In October 1 755, the farms of almoft all die taxes 
were renewed. Upon fuch occalions, itisufual for 
the farmers to advance fums in proportion to the 
extent of their farms , for fecurity of the leafe ; for 
which advances the King, at that time, allowed 
them an intereflout of theiryearly farm-rent of 5 per 
cent, and tlie fums advanced were ajipropriaied for 
the fervice of the year 1756. Here follow the funis 
advanced upon tlie feveral farms. 

Fr. money Sterling ditto. 
livrcK. 1. i. d. 

I, Upon the general farms* after 
repaying what had been ad- 
vanced upon the former leafe. 



nett into the royal ircafurc - 
S. Upon the farm of the polls of 


40000000 


• 777 777 i 5 


6 1/1 


France . - - - 

3 . Upon the farm of the damps 


3 000 000 

i 


i 3 i 33 i (> 


8 


upon leather - - - 


\ 000000 


AiUi S 


10 ifi 


4. Upon tlie farm of the pauldic 

5 . Upon the farm of duties on 


1 000 oou 


44144 8 


10 1/2 


gun-powder and falt-pcirc 
'6. The farm of the inaikct of 
PoifU was fold for feven years, 


1 000 000 


41444 * 


10 i/i 


for - - - « _ 

This fum was the price of the to- 
tal alienation of the duties col- 


000 OQO 


fcli6G66 i 3 


4 


Carrjr over 


*00 000 


2711 ill Z 


2 
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Fr. money. 


Sterling 


ditto. 




livres. 


1. s. 


d. 


Brought over 


61 000 000 


2711 lit i 


a 


Icftcd in that maikct for tlie 
whole lime; which duties 
fltoiild he marked as a branch of 
revenue; but as the annual 
amouii tot them cannot be afeer- 
lained, it is here tlirown in as an 




» 




extraordinary means offupply 
arifing from the fale of a tax. 




■ 




7. Befides (hofc cafual fupplies 




• ^ 




from the new farms, there was 
levied this year, for the fale of 
five years revenue of the free 




- 




gift of the clergy of France, to 
1761 e.\clulivc - jf . 


1 5 000 000 


666 666 i3 


4 


8. And for that of Alface 


3 000 000 


133333 6 


8 


9. Ralfed by alottery, for which 


- 




* 


the annual fum of 3 Sooooo was 
fet apait for u years 


3 i 000000 


1432322 4 


5 */4 , 


to. And for the fale of the duties 








uponfiicwood, S:c. in Paris, for 
7 years - 


10 000 000 


444 444 8 


loi/a ^ 


Total cxtraoidii^ry fupplies for^ 
1706 - - . .5 


121 000000 


5377777 i 5 


53/4 


Thcfupplies for 1757, amounted 
to i 36 millions, jf C 0.1.1 444 fterl. 
1. Two lotteries, for vrhich were 






■* ‘ > 


appropiiated , for the -fird, 
3 800 000 during 1 3 years ; and 








% 




■ « 


; 
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forfhe fccond, 4 000000 during 
II ycuri. TIicTc Turns were an- 
nuully to be drawn , and paid 
every year; for which was paid 
to the K.ing, for the firft, 36 mil- 
lions ; for the fccond, 40 mil- 
lions; together - - - 

t. The ordinary reveaue was 
charged with 6 millions of life 
annuities, at 10 per cent, fold for 



Fr, money. 
Uvres. 



. Sterling t ilto. 

\> s. d. 



76000000 61/2 



60000000 2666666 i 5 4 



1.36000000 6044444 8 loifi 



The fupplics for 1753, amounted 
to i 33 millions, [S OOOOOO ftcrl. 

1. The firft was a loan of 40 mil- 
lions, upon a perpetual annuity 
of 5 percent, propofed to be paid 
off by way of lottery, at the rate 
of 3 2 000 000 yearly 

2. The King obliged thofc ^who 

have hereditary olHccs propor- 
tionally topurchafe additional 
falaiies, to the extent of i mil- 
lion a year, at the rate of 20 
years purchafe, or forfeit what 
they had - - - - 

3 . The additional lopercent, upon 
the price of tabacco, was fold 
this year to the farmers, for - 

Carry over 



I 



1 



40000000 1777777 i 3 6i/i 



40 000 000 SS 3 S 88 17 91/4 



30 000000 I 333 333 6 8 

r 



90000000 3999999 19 1x3/4 
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Brought over 

4. The ordinary revenue was 
charged wit!i 3 GoooooUvres, 
life-annuities, upon two lives, 
atS pir (^cnt. ; fold for the fum 
of - - - - - 

The fupplics for 1 759, amounted 
to upwards of 194. millions , 
£ 8 652 92J ftcrl, 

1. The firft fupply for this year 

was the epitome of the general 
fubyention, called an extraordi- 
nary free gift from all the 
cities, towns, burghs, villages, 
and fuburbs in France • « 

2. 3 600 000 livres of perpetual 
annuities, borrowed upon the 
general farms, at 5 per cent, un- 
til reimburCement, fold for ^ 

Thefe arc called the contrads 
upon the farms ; each one 
thoufand livres capital. 

3 . The free gift of the clergy, for 
five years from 1 761 inclufivc, 
fold at once for - - - 

4. The fecond twentieth penny 
produced for this year • 



Fr, money. Sterling ditto, 
livres. 1. 8. d. 

gooooooo 3999999 *9 



45000000 2 000 000 » 



1 35 000000 5999999 19 113/4 



36907^6 X64034 18 ^ 



72000000 3 200000 ••• 



16000000 7IIIII t 31/3 
35 000 000 1555 555 ii 1 1/4 



C.TTj over • 136630786 5630701 XI ii 3 _yi 



H ft 
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Brought over - • 

5 . Sold to the magiftrates and 
heads of colleges in fome towns 
in Flanders, fome branches of 
their own taxes, for 
e. The ordinary revenue was 
charged with 3 millions of an- 
nuities , called tonliBCJ, fold for 



The fupi'liesfor 1 7So,amoimted to 
above 1 millions, fit 186430 
flciling. 

I. The Parls-dutics above men- 
tioned fold for 1 5 years 

S. The 3 d fhilling in tlie pound 
fold for two years , for - 

3 . The ad fliilling produced this 
year, 

4, Raffed by perpetual annuities, 
at 3 ptr ctnl. fecured on the 
King’s ordinary revenue * 



Fr. money. Steiling ditto. 

litres, 1. s. d. 

IS669078G 5630701 It Ji 3_/4 

8000000 355 555 It t lf 4 

600000UO 26666^6 i 3 4 
194G907S6 $652923 16 5 

k 

30283900 1345951 2 2 1/2 
75340000 3 2 i 5 iII 2 21/2 

35000 000 1 555 555 ii i 1/4 

60000000 2666666 II 4 
• 197623900 8783284 8 10 1/4 



Carry over 

• 

* When the bad confequences of fhutting up the finking Fund were 
difeovered , the King opened fubferiptions , fuch as were the Im/.'acr 
of the lafl year , this of 60 millions, and one the next year of 3 o mil- 
lions ; in which the diferedited paper was received , in part payment 
of the fum. This I fuppofe is the rcafon whv the fupplies of 
1759 and 1760 appear fo high , and alfo why money appears to have 
been borrowed at fo low a rate as 5 pir ctnl. upon hnlints, and 3 per 
cent, on aiticle 4th of this year j bccaufe the intereft of that ^art 
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Brought over 

5 . The free gift of the cities, &e. 

6. By a lottery at 5 pn cenl. where 
the difcredited paper (the pay- 
ment ofwhich was ftopt, when 
the finking fund was fhut up in 
1759) was taken in payment for 
one half, was ralfejl 

7. Borrowed from the officers of 

the town houfe of Paris, at 5 ^er 
cenl. fecurcd on the ordinary re-, 
venue - • . . . 



Fr. money. Sterling ditto, 

livres. 1. a. d. 

197623900 8783284 8 101/4 

3690787 164034 19 61/2 



Sooooooo « 222 222 4 3 1/4 



3S00OO 16888 17 91/4 



251694687 111S6430 10 71/4 



.The fupplles for 1761, exceeded 
120 millions, £b 364 084 fieri. 

1. Charged upon the ordinary re- 
. venue , 200 000 livres a year 

upon lives and other annuities , 
at 1 o per cent, in favor of the 
order of the Holy Ghofl, fold for 

2. Borrowed on the duties upon 
leather , at 3 per cent. 

Thcfe were the annuities which 
were ordered to be 
Carry over 



2000000 88 888 17 g'1/4 

30000000 1333 333 6 8 

32 000 000 1422222 4 5 1/4 



only which was paid in fpecie is Bated; n'ot the intercBupon the 
difcredited paper fubferibed, which was paid out of the fir twentiett. 

H 3 
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Brought over • 
Trimburfed after the peace 
of i; 63 , at 20 yean pur- 
chafe ; and which, I fup- 
pofc, had been fu'jfciihed 
for, partly, in diferedited 
paper. 

3 . Charged on the o.r'inary reve- 
nue, 4 n illio IS a year, for an- 
nuities at 8 per cent, upon two 
lives, fold for . - - 



4. Befides thefe funis , there was 
the amount of the ad twentieth, 
and the fmall fubvemion , or 
free <;ift, which continued to be 
applied' to the current fervice, 
as they had not been fold off; 
init - . . - 



Fr. money, 
livrrs. 
3 t oouooo 



Sterling ditto. 



1 . 

I 422 922 



<1. 

5 >74 



Sooooooo 2222222 4 3 1/4 



$2000000 3644444 8 10172 



- [35690787 I 719890 10 8 



Total - 120690787 5364034 19 6172 



The fupplies for 1762, exceeded 
159 millions, £ 7 076 gi 3 fieri. 
1. The farms which had been lett 
in 1755 , came to be again re- 
newed this year ; from which 
arofe a fum for the fecurity of 
, them, of - - - - 

<• _ ' 
Carry over 



83900000 3697777 i 5 6 i/t 



83 200 000 3697777 i 5 6i/2 
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Fr. money. 


Sterling ditto. 




livres. 


1. s. d. 


Brought over 


83 a 00 000 


3697777 i 5 6i/« 


». There was no borrowing this 
lall year of the war. The fe- 






cond twentieth, which never had 






been fold ; the third twentieth, 




which this year became free, as 




> 


it was impofed a-new for two 


• • 




yf*rs more j and the little free 
gift by all the to wns of France; 


. 




made together an additional 
fum of .... 


76030787 


3379146 X 91/4 


■ 


159 83 o 787 


7076923 17 4374 



Recapitulation of the expenfe of the feven years of the war. * 











Fr. money. 


Sterl. ditto. 










livres. 


1. 


For 


1756 




- 


. . 121 000 000 


5 377 7j8 


For 


1757 




- 


- - 1 36 000 000 


6 044 444 


For 


1758 




- 


- - i 35 000 000 


6 000 000 


For 


l^ig 




- 


- . 194 690 786 


8 652 924 


For 


1760 




- 


- - , 25 i 694 687 


00 


For 


1 761 




- 


■ • 120 690 787 


5 364 034 


For 


1762 






159 23 o 787 


7 076 924 








Total 


- - I 118 307 047 


49 7 M 535 



Having gathered together), from the beft information I can, the 
amount of all the extraordinary fupplies railed in France, for the 
fcrvice of the laft war , let us fuppofe, that at the peace , no part of 

* The Sterling mohey, in this recapitulation, is reduced to the 
neareft integer neglefiing fra&ions of a pound. 
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any capitals borrowed had been paid off, according to tlie plan 
laid down for that purpofe at thc^time of coutrafling. I et us fup- 
pofe, 1 fay, that all the lottery funds and life-annuities, as well as 
, thofe annuities which were intended to be paid olf bv wav of lot- 
tery, floo3 at their full extent, wiihout diminution, at the peace, 
and then calculate what firm of debt Ihould have remained upon 
France in confcquencc of the war. 

As for the fums raifed, either upon renewing the farms of the 
revfnuc , the amounf of new taxes impofed, or (uch branches of 
them as w'erc fold at once for a fum ol monev, they remain no 
debt upon the King; and are therefore to be confidered (as they 
really were) extiaordinary rcfources drawn Irora the people, with- 
out any recourfe to credit or borrowing. 

Fr. money. Sterling ditto, 

livres. I. s. d. 

Thefe fums collcflcd from the 
above fupplies, and laid toge- 



ther, amount to - 

I et us then Aate the whole of 
ihc fupplies as above 

And from thence deduS the ex- 
traordinary refources drawn 
from the people, as above, to 
wit . - - . . 

There will remain a capital ofj 
borrowed money . 

Of this the life-annuities (char- 
ged upon the ordinary revenue) 
form a capital of - 

The lotteries form a capital of - 



520926943 23 i 52 3 o 8 16 



i^iiSao; 047 49 702 535 - — — 



5:0926947 23 r 52 3 o 8 16 — 



597380100 26550226 



4 — 



217000000 9^44444 8 10 1/2 

loSoooooo 4800000 - - - -- - 



Cany over 3 .: 5 opoooo 14444444 8ioi/a 



Digitized by Google 



CnAP.Vr.‘ POLITICAL ECONOMY. io3 



• 


Fr. money. 


Sterling ditto. 




llvres. 


1. s. d. 


Brought over • 


3 -2 j 000 000 


14444444. 8 loi/a 


And the perpetual annuities, a ca- 


pital of . ► - 


272 38 oioo 


i2i(».i7Si r 5 G1/2 


In all, as above * - 


597 38 o too 


26550226 4 5 


Let us next fee the amount. 


* , 

of annual payments for dtfehareing 


cither the capital or the intcreft. 


- 






Fr. money. 


Sterling ditto. 




litres. I 


• L s. d. 


For the life-annuities until extin- 






guiflieil, paid out of the ordi- 






nary revenue , ' . 


1620000Q 


720000 •— --- 


To difeharge thfe lottery fund , in 






12 years at mofl - - 


II 600000 5 i 5 555 II I i/i 


Suppofe the perpetual annuities 


zW^i b piT cent, \inde 


1 3 Gigooo 


' 60S 288 17 9 


Annual fum of intereft • 


41 419 000 


1840844 8 1 01/2 



Let roc now dr^w up a Hate of the taxes raifed for defraying the 
expenfes of this war. In that 1 fliall only comprehend fuch ar- 
ticles as cxifted at the peace, unfold : as for the other, we may 
confidcr tliem only as expedients-for raifing money for the current 
fervicc ; but wh.ch, in time to come, may ferve to augment the 



revenue. 



f 
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Tiiiid gcncn»l branch. 

Fr. money. 


Steili ng 


ditto 




livres. 


1. s. 


d. 


j. The 2d twentieth, never alien- 
ated - . . . - 


33 000000 


1 555 555 ti 


1 1/4 


1. The 3 d twentieth, impofedfor 
the years 176a and 1763, not 
alienated .... 


30000 000 


1 333 333 6 


8 


3 . The free gift of the cities, 
towns. See. never alienated 


3 690 7S6 


164034 18 


S 



6S6907S7 3052923 16 5i/^ 



l et me now proceed to the fourth general branch of taxes, or of 
money raifed upon the people of France : i mo, To the profit of the 
farmers: ido. Towards defraying the expenfe ofvcolleaing the 

three foregoing branch'es of revenue, which amount to about 
403 millions : And 3 lic, To pay what is appropriated to certain 
purpofes within the country, here to be fpecifled. 

Fourth general branch. 

/ 

Fr. money. Sterling ditto, 

livres. 1. 1. d. 

*. Firftthen, the net profits of all 
the farmers of the revenue are 

calculated to amountto about - 17240000 766211 4 5 1/4 

3 . The expenfe of levying all the 
revenue is calculated to amount 
to about lopercent.of the whole; 

----- 4 o 3 oOOOO 1791111 1 1 i/i 

3 . There is a revenue appropriated 
for keeping up the water-works 

at all the royal palaces - - 1300 DOO 53 333 6 8 



Carryover - 58740000 l6io666 i 3 3 Jy 4 
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Brought over • 
AnH to the invalids, Si. Cir, and 
the hotel mililai e • - • 

T!i re are taxes impofed for 
clothing the militia, to the a- 
mount of - 

All the towns in France have par* 
ticular branches of taxes appro - 
printed to themfelvcs, for pave- 
ment, buildings, &c. and for 
maintaining the police; which 
amounts to - 

And the duties levied in the courts 
ofiaw for fentence money, emo- 
luments to the judges [epices)^ 
and expenfe of regiftrations,thc 

Vaft fum of - 

) 



107 

Sterling ditto, 
livres. l« s. d. 

' 5 S 740000 96106GG i 3 33/4 

7300000 314444 8 101/2 

SSooooo x688S8 17 91/4 

1 3 000000 666666 i 3 4 

27000000 1200000 --- 

111840000 4970666 i 3 3 x/2 



Formerly, all the officers of the courts of juflicc had falarics paid 
out of the King’s revenue. Thefe were infcnfibly diminiflicd in 
every reign* and ihofc court-fees were augmented in order to fill 
up the void \ from which the grcaleft oppreflion enfucs. 

If to the fum in this laff article we add 22 millions above Aated 
as a charge upon the ordinary revenue for falaries to firfl prefi- 
dents. See. and other expenfes of the law, we fhall find that the ar- 
ticle of juflice alone coffs near So millions of Hvres, a year, to the 
public. The greateA part of this fum fhould be conGdered as the 
iniercA of money borrowed by the Kings of France, the capitals 
whereof are Aill outAanding ; and if the capitals were paid oT. a 
great augmentation of income \vould arife from it. But the bad 
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fooling upon which their credit Aands , renders even this burden 
expedient on fomc oemfions ; hecaufe the King can oblige all thofc 
■wlio have fuch hereditary oJices , to lend money upon an augmen- 
tation of ihcir fabrics. 

To conclude this enormous catalogue of taxes p.aid by the King- 
dom of France , we muA not omit the laA blanch , which compre- 
hends the heads following : 



Fifth general branch. 

Fr. money, 
livres. 



Sterling ditto- 
1. j. d. 



X. What is paid for bulls, difpenfa- 
tions, baptifms and burials, to 
the pope, bidiops and inferior 
clergy, very near - - - 

2. For the fupport of hofpitals, a 

fort of poors rates - - • 

3 . To branches of impofiiions, of 
various kinds, belonging to pri- 
vate people, peers of France, go- 
vernors ofprovinrcs,and ofRccrs 
of all the royal jurifdidions 
within the kingdom 



10 000 000 441444 8 *D 1/2 

11 500 000 5 iiiix 2 2 t/2 



20000000. 8SS8SS17 91/4 



41 5 ooooo 1844.1.14 810T/4 



General recapitulation of all the money raifed in France by public 
authority, for whatever purpofc employed. 





Fr. money. 


Sterling ditto. 


X. The King's ordinary revenue as 


livres. 


1. s. d. 


it Aood at the peace 1762 


2S2 3 oo 000 


12 546 666 i 3 4 


s.The extraordinaryrevenue raifed 






at the peace 1748 - 


5 a 338 000 


2 326 i 33 6 8 


Carry over 


334 638 000 


14 872 800 0 0 
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Brought over 

3 . Thc extraordinary revenue raifed 
on account of laft war, and for 
the payment of debts then con- 
traded , not fold at the peace 

4. The expenfe of laifmg the taxes, 

and emoluments of the farmers, 
with other branches perpetually 
appropriated for defraying re- 
gular expenfes - - - 

5 . Taxes paid to the church, poor, 
and private perfons 

Sum total raifed annually in France 



Ff. money. Sterling ditto* 

livres. 1. s. d. 

33463S000 14873S00 o o 



68690787 ' 3 o 52 933 14 4 



111840000 4970666 i3 4 

41 500 000 1844 4448 101/3 

5566687S7 24740834 ig 6 i/a 



Charges, or appropriations of it. 



X. Charges upon the ordinary rc- 

4 venue lift above *- - , 236 o 3 oooo 10491111 2 2if% 

S. Ditto upon the fecond general* 

branch ditto ... S 56 go «€0 2475 xix 2 2 i/e 

3 . Ditto upon the third general • 

^ branch for lotteries and perpetual 

annuities conftituicd during the 
war : the life-annuities being 

already charged in article ift 25219000 1120844 8101/2 

4. Ditto upon the fourth general 

branch totally exhaufted in</c 111840000 4 9?^^^^ *3 4 

5 . Ditto upon the fifth general 

branch ditto ... 4i5ooooo 1844444 S lO 



Carryover . 470299000 20902177 i 5 6 
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Fr. money. Sterling ci.uo. 

livrcs. 1. s. d. 

Rvought over - 470299000 20902177 i 5 6 

There remain!; (unappropriated) 
furall exlraordinarv expenfesot 
rijue, V. hich completes the lum 

toulol whatiiTaiicd iu France S 6 3G9 7^^7 .3 838 657 4 



53G6687S7 5.47.^0834 29 6 



In this light does the Hate of the French affiirs 
appear, from the Iketch I have been able to give of it. 

Had the fum of 86 millions , remaining as unap- 
propriated at the peace , been any way (ufiicient for 
paying ofl claims which have not appeared upon the 
Rate wehavegiven, and for all extraordinary expen- 
fes, the credit of France would not have been fo low 
as it then was , and ftill continues to be. 

The expenfe of a Kingdom muff conftantly ex- 
ceed the amount of all regular and permanent 
income. 

At the end of a war what great fums of debts 
tinprovidcd for are conftantly found ! Taxes alfo , 
when ftretched as they were, and impofed in fo great “ 
a proportion upon poflefhons , in refpeiR of what 
was railed upon confumption, muft always diminifli 
in their produce ; but the expenfe and charges ru ver 
fall Ihort. This is more efpecially th^ cafe in a 
country where paper credit is not eflabliflied. 

The conftant complaints for want of money to 
carry on circulation in the time of war, is a proof 
of it. When peace returns, and money is kept at 
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home, then all taxes are readily paid in France, 
and half the burden of them is not felt, although 
they he more produflive than before. 

1 As I faid in fetting out , I do not pretend that 
the account I have given of this dark affair, is in 
any degree focorre£las to fatisfy a Ffencli minifter ; 
but it is a rough Iketch, which contains the general 
ftate of their affairs ; and if it be worth any man's 
while , who is better informed , he may correct 
it, and thereby bring on a farther inquiry into the 
true ftate of the queftion. / 

What intereft a nation , which is not In an a£lual 
ftate of bankruptcy , can have in concealing its 
affairs, I cannot find out. How much more then 
is it not the intereft of a mighty kingdom , which 
poffeffes fuch amazing refources , to expofe its 
fituation in a fair light to the world , to which it 
muft, upon all occafions, have recourfe for afliftance 
in point of credit ? 

Of the many branches which compofe this great 
national revenue of above 55o millions, there are 
feveral articles which muft of neceflity be cflt off, 
fo foonas the debts are brought into a regular form. 
The double poll-tax is moft oppreftive on the 
poorer fort', and therefore was impofed only for a 
time : the three twentieths, as they are levied, are 
DO lefs fo upon the higher claffes of the people. 

Thefe four articles amount, however, to 116 
millions. It we deducl this from the revenue, as 
we have ftated the account of it , it will not only 
exhauft the balance of86 millions, but it will create 
a deficiency, upon the whole, of 3o millions, which 
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can only becompeiifated by difcharqing a corref]>on- 
ditig the burden of debts , while thofe bran- . 

dies do fubfift 

i But then ilie fame refourccs are open upon every 
new emtigpucy; aiul as they have now begun to 
be colledtcd, they will be more eahly paid at 
atiotlier time. 

BJides, whatan acquifuion wdl be madetothe 
revenue by the exrlutTioii of 16 millions of life-an- 
nuities, and by the expiration of fo many anticipa- 
tions of taxes (or terms of years ! 

On the other hand , it is not to befuppofed that 
the King w ill continue to demand of the clergy , 
above 1 5 oo ooo livres a year , or one lliillingin the 
pound u])on their benefices. 1 hat body is becoming 
daily more and more indebted, by the pradice in- 
ti'oduced of late, of making payment ol their free 
gifts totlieKing, by borrovving the money, inflead 
of paying every one’s proportion out of his bemhee* 
This in time may oblige them to accept of penfions 
for their benefices, and to makeover their revenue 
in tithes totlieKing; tliey will, at leafl, in one 
way or other, become, entirely at his mercy, and 
at that of their own creditors. 

j 

Before I conclude, I miifl fay a word concerning 
the method 'of levying the taxes in France. 

The moA general diAribution I can make of this, 
is to reduce it under four principal heads. 

The firA comprehends the general recettes; to wit, 
the faille, or land-tax, the capitation, or poll-tax, 
and all the twentieths. Thefe are adminiAered by the 
intendams of the provinces, who' both make the 
* ‘ diAribution 
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difiribution ofthem upon the fubjecfl*, and wholevy 
them by officers under their dire^Iion ; and forthe 
expenfe of levying, is fuperadded to the taxes, lO 
per ctnt. upon the whole. When they are colle£led* 
they are paid in to the receivers general at Paris , 
who deliver them in, and account for them to the 
royal treafiiry. 

'ri\e fecond comprehends all the taxes which are 
farmed. The farmers are veiled with the King’s 
authority for railing the duties let to them , accor- 
ding to certain regulations ; and as they are obliged 
to keep open books, the expenfe of management 
is known, and at every new leafe a reafonable profit 
is allowed to them over and above. 

The third branch comprehends all free gifts of 
determinate fums of money , impofed according to 
certain regulations prelcribed to thofe bodies politic 
who pay them ; into which may be comprehended 
all taxes upon the clergy; becaufe they levy them 
themfelves. 

The fourth comprehends retentions which the 
King makes out of the falaries he pays. This needs 
no explanation. * 

What farther oblervations may be made on this 
head will find a place when we fpeak of taxes. * 

CH AP. VII. 

Comparative View of the Revenue, Debts, arid Credit 
of Great Britain and France. 

I N comparing the Rate of credit in the two nations, 
1 mull firft obferve, that it is not fo elTential to 

VOL. V. ^ I 
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compare the extent of the revenue of both countries* 
asthere/oz/reftsthey have for obtaining extraordinary 
fupjilies in calc of need. 

Whatever be the permanent revenue of a ftate , 
\ve may be very certain that die exigencies of it 
will be in proportion ; and whenever any extraor- 
dinary expenfe is to be incurred , it muft be pro- 
vided for by extraordinary means. 

In examining die ftate of Great Britain and France, 
we have found this obfervation verified. If the ex- 
penfes of the year do no more than abforb the 
revenue of it, and if the finking funds appropriated 
for paying off incumbrances be properly applied , 
the ftate has no reafon to complain. 

This diftribution evidently points out how necef- 
fary it is not to confound thofe branches of revenue 
wliich are appropriated to ftate expenfes , with thofe 
which ought to be fet apart for the payment of 
debts and intereft. This however I apprehend is too 
much negle£led in both kingdoms. 

If times of tranquillity be not made ufe of , to 
difengace thofe funds which neceflity had opened, 
it caimot be denied, that future exigencies muft then 
feek for a fupply, from refources as yet undifcovered. 

That nation, therefore, which has certain branches 
of revenue lying dormant in time of peace, has the 

advantage in point of refources. 

In this refpeft the advantage hitherto has lain on 
the fide of France; flie has hadher v'lng- 
ticmes, and double poll-tax, which have never been 
impofed except in cales of necoflity. 

But on the other hand, Great Britain has a noble 
and opulent branch of permanent taxes, which com- 
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pofes Iier finking fund. Were this employed In times 
of peace, as it ought to be, it would prove in time 
of war a more ready fund of credit than any France 
can boa ft of. 

Thole extraordinary refources of France cannot be 
mortgaged. They are fupplies for the current f 
fervice; but they are no fund of credit. Whereas 
tlie finking fund of Great Britain is always ready in 
the mean timetofupply urgent demands. While 
this fubfifts , there is no danger of being obliged 
to break faith with all the public creditors, upon a 
demand for a million and a half fterling , as was 
the cafe with France in i75g. The one refembles a 
credit in bank; the other the rents of a great eftate. 

The finking fund afibrds time to raife new fupplies, 
in proportion to the debts contradled ; and if thefe, 
when new, and raifed-in time of war, prove fuf-’ 
heient to anfwer the intereft of the loan , they will 
probably do more as they continue to be levied, and 
upon the return of peace. 

One very remarkable difference between the flate 
of credit in the two nations is , that in Britain the 
objebl of attention is the rate of intereft; in France 
it is the fpeedy repayment of the capital. The great 
care of a Britilh minifteris to fupport the price of ' 
the funds; the meaning of which is, to keep the in- 
tereft of money low. Did not the price of the funds 
regulate the rate of money , the ftate would be no- 
wife concerned in the price of them. 

Now the credit of Great Britain is fo firmly efta- 
bliflied , that fliemay command money at all times, 
providing llie will give the intereft required. 

' I a 
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The cafe is totally diflerent in France. Her credit 
is not well eftablillied ; that terrible Milhfippi-mo- 
nument, ol near a thoufand millions, ftandingfixed 
upon the ordinary revenue to this day at 9 ifiper 
cent, firft reduced from the moft exorbitant intereft, 
by fuccefhve ads of power, after the late King’s death, 
and afterwards from a moderate intereft to 9 
per cent, in the year 1720, is reafon fnfiicient to 
deter monied men from lending to France upon 
perpetual intereft. » 

In borrowing upon life-annuities at loperccnt. and 
upon lotteries at nearly the fame rate, for 11 or 19 
years , France obtains credit for large fums. She 
alfo borrows with tolerable fuccefs at 5 per cent, when 
there is a lottery-claufe put in , which ftipulates a 
large fum to be annually paid for extinguilhing the 
capital. The reafon is , llie is more pundual to 
fuch engagements : they remain conftantly under the 
eye of die public: the flock-holders confider their 
money as conftantly coming in ; and any internip- 
tion in the payment gives a general alarm. But 
when funds are fettled at perpetual intereft, people , 
lofe fight of the capital altogether. The contrads by 
which they are commonly conftituted , are not fo 
eafily transferred as other funds: in a word, it is not 
the ufte of the French nation to lend their money in 
that way, and far lefsthe tafle of ftrangers ; and the 
reafon is , that as matters have hitherto been 
conduded , it has by no means been their 
intereft. 

, Before the commencement of the late war , no 
fecurity in France was looked upon as better than 
]the adions of tlie company of the Indies. This was 
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a fund of perpetual intereft. They brought in to 
purchafers little more than 4/>er cent, and every body 
vvilhed to have them. Every a£Hon bore a dividend 
of eighty livres a year; and the a£Iion itfelf fold 
from eighteen to nineteen hundred livres. The war 
had not lafled four years , when the dividends 
were reduced to one half, and the capital iell 
to about 700. 

In fliort, all perpetual funds in France, whether 
upon government or company-fecurity , are very 
precarious ; and while this is the cafe , we may 
decide that the credit they are built on is preca- 
rious alfo. 

^ CHAP. VIII. 

Contingent Confequences of the Extenfion of Credit, 
and Increafe oj Debts. 

H A V I N G applied the principles of public credit 
to the ftate of fa£ls in Great Britain and France , 
fuch as I have been able to colleft, Imuftobferve, 
that all (hort fltetches of this kind are intended only 
to fatisfy a general curiofity which mankind has , to 
know a little of every thing. Although they may 
appear fuperficial and incorredl, to perfons tliorough- 
ly inflrudfed in thofe matters, they ftill are for 
our purpofe ; which is only to take them as fome- 
thing approaching nearer to truth than bare fup- 
pofitions can do ; and they fufhciently anfwer tlie 
purpofe of illuftrating the fubjedl we are upon. 

I 3 
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I now proceed to inquire what may be the rorfe- 
qnences of this mighty change produced upon the 
policy of iiiduArious and trading ft.ites, from the 
eAablinimcnt of credit, del)ts, and taxes. 

I have, from the very beginning of tills inquiry , 
bccafionally taken notice of the influence thatfuch 
a change mufl make upon the fpiritand mamurs of a 
peoj)le. The lower clafies, who are flow in forming 
combinations, do not foon comprehend theneci ffiry 
coufequences of fnch revolutions, h.ven miniflers 
liave been often at a lofs to judgeofthe conrequences 
which might follow upon fume fteps of their own 
Condu£l relative thereto, although taken upon 
m.iture deliberation. 

When public credit is employed for raifing money 
epon a plan of refunding the capital , either by uni- 
form anmni payments exceeding the interefl , or by 
funds enabliflied for finking the capital, no contingent 
Confequences can happen, providing the plan be 
executed : the debts contratfled will be paid , and 
matters will return to their former fiate. 

When public credit is employed for raifing money 
upon payment of a perpetual intereA ; or if , what- 
ever be the plan laid down, capitals fliould not 
happen to be difeharged, and that the debts fliould 
fwell continually ; in this cafe , the contingent 
confequences are many and various , far exceeding 
any man’s fagacity to inveAigate. 

If we judge of them from what paA experience 
teaches us, w'e may conclude , that, inonewayor 
other, all debts contra£led will in time difappear , 
either by being paid, or bybeingaboliflied; becaufe 



) 



Digitized by 



Chap. VIII. POLITICAL ECONOMY. 



.119 

it is not to be expelled that poAerity will groan under 
fucii a load any longer than it is convenient ; and 
becaufe in fail we fee no very' old public debts as 
^ yet outAanding , where intereA has been regularly 
paid. ■ 

Tiiis is a very rational conclufion from paA ex- 
perience; but it is onlyr relative to the circumAances 
of paA times. While tlie debtors are the maAers , 
there is no difficulty of getting clear of debts: but if 
the confequence of this new fyAem ffiould be to 
make the creditors the maAers, I fuppofe the cafe 
might be different. Farther, 

In former times public debts were contradled 
between the Aate and its own fubjecQs; but atprefent 
we fee that in fuch loans , foreigners , even enemies, 
are invited to concur : and the better to engage 
them to it , a total immunity is promifed from all 
taxes upon the intereA to be paid by the borrowers. 

This circumAance has already drawn the attention 
of Princes , in the difeuffion of their reciprocal con- 
cerns. We faw how, in the treaty of Drefden, 
which took place after the King of Pruffia’s invafion 
of Saxony in 1745 , it was provided "by the 6th 
article, that all debts due by the bank of the6/ci/er ' 

to that Prince’s fubje^ls, were to be paid , on pre- 
fentation of their contrai!Is. 

We have not indeed as yet feen wars carried on 
for the payment of debts ; but the cafe may hap- 
pen , and kingdoms may be carried off upon fuch . «' 

pretenfions , as well as private property. What a 
chain of contingent confequences arifes from this 
Angle combination, were this a proper place to in- 
troduce tliem ! . 1 4 



Digilized by Google 




J20. PRINCIPLES OF' Book IV. P.4. 

But without going to the fnppofition of Princes or 
nitions becoming ieci])rocally engaged in debts , 
and thereby involving fuch mighty interells in the 
fupport of public faith , we may eafily conceive , 
tint a monied intereft , of a long flatiding, may 
have influence enough to operate a change upon the 
fpirit and manners of a people. 

Let me here take the example of Great Britain. 
Do we not fee how the fpirit of that nation is to- 
tally bent upon the fupport of public credit.? And 
do we not fee how abfolutely their commercial 
intereft depends upon it.? Can it be fnppofed , 
that every one has combined all the confequences 
which may flow from the conflant fwelling of their 
debts ? Or indeed is it poflible to determine what 
will be the confequences of them ? This however we 
may fiippofe at lead, becaufe we fee the progrefs 
of it already , that the interefl of the creditors will 
daily gather flrength , both in parliament and with- 
out: and it from fmall beginnings it has arrived 
at the pitch we now fee , it is very naturail to con- 
clude, that, in time, it may become dronger, and 
at lad , that 'the creditors of the nation may become 
tlie maders of it. 

. When any oneintered becomes too predominant, 
the profperity of the date d mds upon a precarious 
footing. Every intered Ihould be encouraged , pro- 
ttcled, and kept within due bounds.' The following 
fpeculitioiis are intended for the application of 
principles to ne^vand unexperienced combinations; 
where natural caufes may work their direct and 
immediate efTe£ls, and thereby prove prejudicial to 



41 



Digitifed by Google 




CtiAp. VIII. POLITICAL FXOXOAIY. 



I2I 



the general welfare, unlefsthey he forefeen in fome 
degree , and proper remedies be prepared againft 
them. 

Europe was poffelTecl by our aneeflors free from , 
taxes ; our fathers frw them im[)ofed , and we fee 
how faft they become mortgaged for our debts. VVe' 
cm as little judge of the extent of our credit, as they 
could of the poUibility of contributing fo large a fund 
for the fupport of it. 

As the plan of impofing taxes has been extended, 
we fee the public cullers every djy receiving a vafl 
flux of money, and like the heart in the human 
body, throwing it out again into circul.iiion. Happy 
fl ite, conld it be lafling, and were this flux and 
reflux preferved in a due proportion to all the ufes 
for which it is intended ! But Hates have their vices, 
as well as private people. Public opulence fliould 
be proportioned to public exigencies : but how 
often do we fee ambition putting on the face of 
public fpirit, and animating the refentment of a 
nation , under color of providing for her feenrity ? 
Hence wars , from wars expenfe : recourfe is had to 
credit, money is borrowed, debts are contra£led , 
taxes are augmented ; all this increafes circulation, 
which demands a fupply of currency : this is pro- 
cured by melting down the folid property. Thefe 
operations performed, the public money is either 
fent abroad, or remains at home. If fent abroad, 
more property muft be melted down, in order to 
fill up the void. If it remains at home , it will ani- 
mate every branch of circulation; and when the 
exigency, which required this additional quantity 



Digitized by Google 



123 



PRINCIPLES OF Book IV. P.4. 



of money, is over, what circulation finds fnpernuons, 
will flagnate in the hands of the monied intercft , 
and will either form a new fund for contradling more 
. debts , or it will be laid out in the purchafe of the 
property formerly melted down , which produced 
it; and thereby will be confolidateda-new. 

Every intereft in a flate muff influence the go- 
vernment of it, in proportion to its confequenceand 
weight ; and every government muft inlluence the 
fpirit of the people who live under it. 

Now, as we have feen howinduflry creates wealth ; 
how wealth and confidence create credit ; how credit 
creates debts and taxes ; how thefe again occafion 
•an augmentation of money , by the melting down 
of property } and how this property is transferred to 
a new fet of men , wlio were once the monied in- 
terefl , and who afterwards acquire the lands, and 
confolidate this additional circulation ; does not this 
chain of confeqnences reprefent a kind of circle^ 
returning into itfelf? And is it not plain, that without 
the intervention of this engine, the money created in 
proportion to the demand for it , the chain would be 
cut off, before it could reach the link from which 
it firft fet out ? Will not this converlion of a monied 
intereftinto a landed interefl, infenfibly infpire the 
bulk of the landlords with fentiments analogous to 
a monied interefl? Is not that evidently more and 
more the cafe every day in England ; And from this 
may we not prognoflicate the folidity of public 
credit in that nation ? 

If on the other hand we find, as in France, induflry 
in times of peace drawing wealth from other nations. 
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and thereby increafing the coin, upon which alone 
credit is circulated through the kingdom ; and then 
foreign cxpenfe fending it away in times of war;muft 
not circulation keep pace with the coin, thatis to fay, 
be circumfcribed within the proportion of it ? 

If thefolidity and extent of the French King’s free 
revenue fliould afiord credit to borrow this coin; 
and if, inftead of providing a proportional fupply 
of currency to fill up this new loan, the coin bor- 
rowed be fent out of France ; how will the ordinary 
circulation be carried on ? 

Let us here recal to mind what wasfaid in the 2 ad. 
chapter, upon banks, where we diflinguiflied 
voluntary circulation, which is buying, itominvolun- 
tary circulation, which is paying: we there obferved 
how paying muff always take place of ; con- 

ftquently, we may here determine that taxes muff; 
be paid before buying, that is confumption, can 
go on. • 1 he deficiency therefore of coin for circula- 
tion , will, firft proportionally afft^I the trade, 
manufadlures , and confumption of France , and 
afterwards the revenue which arifes from them. Is 
not this the conflant complaint in France, when w'ar 
carries off their coin ? The remonflrances of all their 
parliaments are filled with it. 

In times of peace, the amount of what comas from 
the people is greater than in time of ivar: but then 
there is coin fuflicierit for all the payments; and 
when they are made to the royal treafnry, they inj- 
mediately return into circulation, and no hurt is felt. 

I infift the more upon this principle, and 1 in- 
troduce it in fo many different ways, and under 
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fuch a variety of views, becaufe I take it to be one of 
tlie moft important conficlerations in the whole 
du£irine of credit, and one which lhave never feen 
fuggefted by any Frencli, or Englilli writer upon this' 
fubjefl. Many are the complaints for wantof moneyj 
but no method have I ever feen propofed for ob- 
taining it from folid property; the eaficlland fafeft 
of all operations, when conduced with honefiy, 
and according to principles. 

As money therefore is the means of clofing the 
chain of conftquences already mentioned, and for- 
ming it into a circle, as has been faid, we plainly 
fee how, when it is wanting, the fame effe6ls cannot 
be produced; and confequently the country of 
France, when money is confined to the coin, will 
be very long in adopting the fentiments of a monied 
interefl; whether for its profit or lofs, intheend, is 
not liere the qneflion. 

We have now traced the contingent confequences 
of public credit fo far as to fliow how it may tend to 
influence the fpirit of a people, and make them adopt 
the fentiments of a monied interefl. 

The allurement of acquiring land-property is ve- 
ry great, no doubt , efpecially to monied men. 
The eafe and affluence of thofe, on the other hand ^ 
who have their capitals in their pocket-books , is 
very attracting to the eyes of many landlords, efpe- 
cially at a time when they are paying the heavy taxes 
laid upon their pofleflions. 

The firm eftablifliment of public credit tends 
greatly to introduce thofe reciprocal fentiments of 
good-will among the two great claffes of a people. 
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and thereby preferves a balance between them. The 
morlied interefl wifli to promote the profperity 
the landlords ; the landlords, the Tolidity of credit ; 
and the well-being of both depends upon the luccefs 
of trade and induftry. ' 

Let us now frtppofe what is adually the cafe 
in Great Britain, that from tlie fwelling of public 
debts an enormous fund of property is created. 
This is formed out of the income of the whole 
hation ; and asf it has been purchafed by thofe who 
have lent money to the ftate , in common language 
it is included in what We call the monied interefl; it 
is however very diftin<^l from itj as will be underflood 
from what is to follow. 

The capital of the public debts is the price which 
was paid for the annuities due to the creditors , and 
is now no more money to them than land is money 
to the landlord. It may be turned into money , no 
doubt; but fo may land. 

By the monied interefl, properly, fliould be 
underflood , thofe who have money , not realized 
upon any fund, and who either employ it in the 
way of trade, in the way of induftry, in jobbing in 
land, in flock, ot in any way they pleafe , fo as to 
draw from it an annual income. While it is fixed , 
that is, given for any permanent value, it ceafesto 
be money ; when it is called in, it becomes money 
again. Let flock, therefore, fuller ever fo many 
alienations from hand to hand , it Hill continues 
ftock : it never can become land, it never can become 
money, until it be paid off. I hope this idea is clear, 
and underflood. Stock, therefore, I here confider 
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as one great branch offolid property; fo farns the 
fecurity of government is folid and good ; and'as 
ffich, may be melted down into money by banks, 
as well as any other thing. 

Now I have faid that this fund is formed ont of the 
income of tlie wliole nation; confequently hy fund y 
here, i do not nnderfland tlie capital, which exifls no 
more, but the interefl wliich is drawn fur it: it is tliis 
interefl, Ifiy, which arifes from the kind, money, 
trade, induflry , &c. From the land, out of the 
amount of tlie taxes charged upon it ; from the 
money, trade, induflry, &c. out of tlie amount of 
proportional taxes, fucli as e.xcifes, cuflonis, falt-tax, 
flamp-duties, and the like. 

The more the debts increafe, by the monied in- 
terefl realizing into this branch of folid property, the 
more the taxes inufl augment; and confequently, 
the more the folid property of the funds thernfelves 
will beaffc£led, as well as the land. 

From this expofition of the matter, I think it 
appears pretty evident , that as proportion.al taxes 
afle£l every mm’s income, according to his con- 
fumption; the landlord, ceteris paribus, who pays 
a land tax, as well as his proportion upon his con- 
fumption , is more hardly dealt with than the pro- 
prietor of the other branch of folid property , the 
funds , who only pays the proportion of the laft. 

But the condition of the flockholder is not equal 
to that of the landlord, for two very plain reafons. 
The hrfl is, that the income of his flock cannot in- 
creafe ; that of the land may. The fecund is, that 
the fwelling of this great capital of flock has the tficdl 
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'offinklng the interefl upon it, and confequently of 
dimijiiniing the income of the ftockholder; and in 
proportion to that diminution , the value of land is 
augmented. Now 1 readily allow that the augmen- < 
tation upon the va/we of lands is no inducement to a 
landlord to turn them into money; becaufe he 
would then lofe upon his money, what he gains 
upon the additional price received. But it is a great 
advantage in this refpe£l that he thereby diminiHies 
the interefl he pays upon his debts, if he has any 
and if he has none , it enables him to borrow at a 
lower rate for the future; and by improving his lands 
with the money borrowed, he augments his income 
much beyond the proportion of the interefl paid. 

It is therefore neceflary, in impofing land taxes, 
rightly to combine every circumflance; that the 
load of all impofitions may be equally diflributed ’ 
upon every clafs of a people who enjoy fuperfluity, 
and upon no other. If, after a fair deduction of prin- 
ciples, this fliall appear a thing poflible to be done, 
we may expeft to fee flatefmen engaged to depart 
from the old maxim of grafping at what is readiefl 
and nearefl at hand, to wit, the landed property, 
with a viewtofpare a clafs of people, which, in a 
well regulated Hate , never can be made to feel the 
burden of any proportional tax whatfoever , I mean 
the induflrious poor. 

I now proceed in my inquiry into the nature and 
confequences of the fwelling of this great branch of 
property, the public funds. 

As to the nature of it, we have faid already, that 
it is formed by realizing money into flock. When 
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government borrows, tlie lenders mnfl he people 
who have money. II the loan is made at home, ilie 
money is no fooner paid in , than it isfpent; and as 
we may ftippofe tliat it would not have been lent, 
bad either the lenders totind it iiecefTary for their 
current txpenfe, or had they found a more pro- 
fit ihle way of realizing it than by lending it to go- 
vernment, we conlider it as iti a ftaie of flagnation; 
but bein? lent to [government , it is llirown into a 
new channel of circulation. 

Fatther, tliis money ftagnating In the hands of 
tlie lender, cither proceeded fioin his income, 
which exceeded hisexpenfe , or from theprofitsof 
his indullry. In either cafe, the cotintry is neither 
poorer or richer, when coniidcred in a cumulative 
view , than if tlie fame fum liad been lent to private 
people at home. 

Let us next fuppofe tlic money to have been 
borrowed for the exigence of a foreign war. In this 
cafe ,• if it be borrowed at home and fent abroad , it 
muft hrfi be converted into the money of the world , 
gold and filver , and then fent off, to the diminu- 
tion of this hind of property ; or it mtifl go abroad 
in the money of the country, credit, to tlie diminu- 
tion of the annual income upon which the credit is 
eflabliflied. As this lafl operation may not be fo clear, 
an example will explain it. 

Government borrows a million ; it is paid in paper, 
and mufl be fent to Holland. If at that time a 
balance be due by Holland for a million, bills will 
readily be found for it. In this cafe , the balance 
of trade is borrowed by government, and is converted 

into 
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into a c.ipit.’l ofi million in the public , tha 

ititered of wT.ich will remain at home , and continiid 
to be the property of the nation. But as the valud 
of this bilapce is fcnt to Holland and fpent abroad^ 
it is, upon the whole, tothenation, as if the balancd 
had not been due to them. This 1 call a lucrum ceJJ'ahi 
to the country. 

Butfuppofe no balance due at the time themillioit 
domes to be feht off , .1 fay the confeqnence will be# 
to alienate in favor of foreigners a part of the annual 
income, proportional to tJie whole interefl^paid foil 
the loan, whether it has been fubfcribed for by fO-* 
rt-'gncrs, or by nativ'cs. 

If the fubfcription corhes from foreigners, the 
confeqnence is evident: it is equally fo in the Othef 
dafe, upon a little reflefliori. 

Suppofe then the million fubfcribed for; irid 
paid in London. Bills are fought fod; hohe aro 
found, I mean in the wayof receiprocalcompenfa- 
tion , does not this fum imfnediately become a bti- 
lance againft London ? And as a country lofes all 
fuch balances, and that the country to which they* 
are due gains them , this million is lofl tO England# 
and forms what I call a damnum emergens ; that is 
to fay, her former property or income is fo fai? 
diminifhed, or comes to be transferred to flrangers* 

From this we may conclude, that ih all matters 
6f public borrowing , it is of no ConfeqUence Whe- 
ther the fubfcription be filled by natives, or by 
foreigners, when the value of it is tU be felit 
abroad. 

Let us next examine fhe Bate of the tjUefUon when 
VoL. V K 
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the loan is made in order to be fpent at home, as 
is the cafe after a war, when the unfunded debts 
come to be paid off. 

W'^e have faid that loans are filled by money flag- 
nating, which the owner defires to realize: if he 
cannot do better, he lends it to government} iihe 
can do better , he will not lend it. 

While the ufes ol domtAic circulation abforb all 
the money in the country, that is to fay, when 
there are private perfons ready to borrow all the. 
money to be lent, at this time government cannot 
borrow at home ; and if they did , by offering a 
high intereA for it , the borrowing would do harm 
to circulation; becaufe It would raife intereA at 
home, or difappoint thofe who would gladly borrow 
it, for little more than the intereA offered by 



government. 

Let us next fuppofe that after a war , when the 
unfunded debts are either bearing a high intereA, 
or felling at difeount , government Aiall find an 
advantage in opening a fubfeription , which may be 
filled from abroad, at a lower rate than the then 
aflual value of money. Suppofe, 1 fay, the Dutch 
Ihould be willing to lend at 3 per cent, while money 
in England Aood at 4 per can. I afk if , in this cafe, 
government ought to borrow from Holland , at the 
expenfe of fending the intereA out of the country , 
rather than fuffer fuch debts to fell at difeount } or to 
continue paying a higher intereA at home for what 



they owe ? 

It is my opinion that Aill they ought to borrow, 
for the following reafons. Ihat if the high interell 
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at home proceeds frorn want of money , that Is td 
fay, from circulation not being full enough , it I* 
their irttereft to borrow, where it for nothing elfa 
than to fupply circulation ; becaufe unlefs this ba 
full , all induflry muft langiiifii. But fuppofe it 
fliould 'be faid that circulation is full enough, that 
induflry fuffers no check from that quarter, but that 
there being no fuper/luity of money , intereft flands 
I per cent, higher than it would do were there con-« 
fiderable flagnations. In that cafe alfo, I think it ia 
their intereft to borrow, were it for no other reafoa 
than to produce fuch flagnations. 

It is a general rule every where, that there is no 
having enough without having a fuperfiuity; at leafl 
there is no certainty of one’s having enough without 
finding a fuperfiuity. Borrowing, therefore, in 
fmall fums, at fuch a time, will produce ftagnationa 
at home, from which fucceeding loans may be filled^ 
after circulation is fufficiently provided : and even 
in cafe more Ihould be borrowed from ftrangers than 
is neceffary, and that in confequence of it, too much 
fhould come to flagnate at home, after the demand 
of government is over, in that cafe, the monied 
intereft would lend, in their turn, to other ftates , 
where intereft is higher; and the annual returns 
from that quarter would morethan compenfate what 
muft be fent away , in confequence of the former 
borrowing. 

From thefe combinations, let us draw fome 
conclufions. 

imo , That the effeft of public borrowing, or 
national debt, is to augment the permanent income 

K a 



i3a PRINCIPLES OF Book IV. P.4. 

of the country, out of ftjgnating money, and balances 
of trade. 

ido^ That this income fo created, may be either 
the property of natives, or of Hrangers, 

3 //o, Tliatwhen money is found to flngnate, in a 
country where circulation is not dinunilliing, it may 
be fuppofed to proceed from tlie coming in of aright 
balance of trade. 

4/0, If Aagnations in one part are found to interrupt 
circulation in another, public borrowing, for 
domeAic purpofes, has the good elle£l of giving vent 
to the flagnation , and throwing the money into a 
new channel of circulation. 

5/0, That the fum of interefl paid by any nation 
to flrangers, fliows the general balance due by the 
nation, after dedu£ling all the profits of their part 
trade out of all the expenfe of their foreign wars.. 

But here it muff be obferved; that as on one hand 
we are comprehending all that is paid to foreign 
creditors, on account of the funds they have in 
England , for example, fo on the other hand muft 
be deduded from this, all the like payments made 
toEngliflimen by other nations. 

6/0, From this laft circumflance we difeover, that 
the lending to other nations by private hands , pro- 
duces the fame effe£l to a nation as if the ftate were 
actually paying off the debts due to flrangers. Con- 
fequently , when Mofes permitted the Jews to lend 
to flrangers at interefl, and forbade fuch loans among 
themfelves, his view was to eflablifh a foreign tribute, 
as it were, in favor of his own nation , inilead of 
eflablilhing luxury at home. 
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Tmo , As the balance due to a nation upon her 
trade, is found to compenfate, protanto, the money 
fliefpends abroad, we may from^he fame principle 
conclude, that fo foon as flie ceafes to expend money 
abroad, the balance of trade in her favor, if not 
realized at home in fome new improvement, will 
diminilh pro tanlo, the interefl, or capitals due to. 
ftrangers. This is evident from the natureof balances, 
of which we have treated already. 

8vo, The confequence, for example, of England’s 
owing large fums to ftrangers, will, from the fame 
principle, conftantly prevent exchange from rifing 
very high in her favor, when the balance of her trade 
is to be paid to her ; becaufe on every fuch occafion, 
her foreign creditors will be glad to difappoint ex- 
changers, by furnifliing bills for their interefl, or 
capitals, to thofe who owe the balance ; the confe- 
quence of which is plainly to diminifh the foreign 
debts*. 

This circumftance implies no lofs to the nation 
which is creditor in the balance of trade, and debtor 
upon the capitals ; becauf^ we have proved that the 
price of exchange never affe£ls a nation, but only 
certain individuals, who pay it to others. 

This is fufficient , I think, to point outjjin fome 
degree the nature of a national debt I come next 
to examine the confequences of its conftant augmen- 
tation , without proper meafures being taken, either 

>* We muft always carefully avoid confounding the grand 
balance of payments with the balance between importation 
and exportation, which I conlidcr asche balance of trade. 
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'to piy it off, or to circumfcribe it within certain 
bounds. 

In what is to follow, I fliall throw all confidcTation 
of capitals totally out of the qnefiioii ; and as to the 
amount of taxes, it is quite indifferent whether the 
money proceeding from them be in confcquence of 
an improvement made upon thofe already eft blifhed, 
or from new impofitions: fuch combinations will 
come in more properly afterwards. 

If the intereft paid upon the national debt of 
England, for example, be found conftantly to increafe 
upon every new war, the confequence will be, that 
more money will be riifed on the fubjeflfor the 
payment of it. The queftion then comes to be, i. 
How far may debts extend ? 2, How far may taxes be 
carried.^ And 3 . What will be the confequence, 
fuppofing the one and the other carried to thegreateft 
height poffible ? 

I anfwer to the firft, that abftrai'Iing from circum- 
ftances which may difturb the gradual progrefsof this 
operation, before it can arrive at xhe ne plus ultra, 
debts may be increafed to the full proportion ofall 
that can be raifed for the payment of the intereft. As 
to the fecond. How far taxes may be carried, I fliall 
not here anticipate the fubje£l of the following book, 
any farther than is neceffary to refolve the queftion 
before us. 

Taxes, wehavefaid, either affeil income, orcon- 
fumption. The land-tax of England is now at 4 
Shillings in the pound , upon a fuppofed value of 
the property affefted by it , which is all real and 
perfonal eftates, the flock upon lands, and fome few 
other particulars excepted. 
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This tax may be carried to the full value of all the 
real eftates in England. As for peifonal eftates it 
never can affefl them proportionally; and that part 
of the flatute of land-tax which palTes every year, and 
impufes 4 Ihillings in the pound on perfonal eflates, 
carries in it a veflige of our former ignorance in 
matters of taxation. ’ 

The notion of impofmg {/aSlo) 20 fhillings in the 
potind upon the real value of all the land-rents of 
Enghnd, appears to us perfeilly ridiculous. I admit 
it to be fo; and could 1 have difcovered any argu- 
ment, by which I could have limited the rifing of 
the land-tax to any precife number of Ihillings under 
twenty, I fliould have Rated this as the maximum 
rather than the other. 

The fecond branch of taxes comprehends thofe 
upon conlumptions, excifes, and the like. The 
maximum as to this clafs muft be determined by 
foreign trade ; becaufe this is affefted in a certain 
degree by the price of domeftic induftry. Other 
taxes have not this efiedl, as we lhall Ihow in its 
proper place. 

But as foreign trade is not eflential to the domeftic 
induftry, confumption , circulation, &c. of any 
nation , as has been proved in the fecond book, but 
only to their increafing in wealth proportionally to 
other nations; if foreign communications fliould be 
cut off entirely , I perceive no limit to which I can 
confine the extent of proportional taxes. Let me 
therefore fuppofe a term beyond which impofitions 
of all kinds muft come to a flop , and then alk, in 
the third place, what will the confequence be ? I 
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anfwer, that the Bate will then he in poflellion of all 
that canberaifecl on the land, on the conhimplion, 
indiiBry ami trade of the country; in (horf, of all 
that can be called income, wliich they w ill udininiBer 
for the Creditors. ' 

When this comes to be the cafe , debts become 
extingniflied of courfe; becaufe they come to be 
confolidated w'ith tiie property; a cafe wliich com- 
monly happens wlicii a creditor takes pulleirion of 
an eflate for the payment of debts equal to 
its value. 

Then government may continue to adminiBer for 
the creditors , and either retain in its hand what is 
neceflary for the public expenfe of the year; or if 
it inclines to lliow the fame indnlgencefor this new 
clafs of proprietors as for the former, it may limit 
the retention to a fum only equal to the intereB of 
tlie money wanted ; and in that way fet out upon a 
new fyBera of borrowing, until the amount of taxes 
be transferred to a new fet of creditors. Tliis is the 
^ndlefs path referred to in the ninth chapter of the 
fecond book, which after a multitude of windings 
returns into itfelf. 

A Bate , I imagine , which would preferve its 
public faith inviolable, until a period fiich as I have 
been fuppofing , would run little rift of not finding 
credit for a new borroiving. The profpe£l of a 
fecond revolution of the fame kind would be very 
diBant; and in matters of credit, which are conBantly 
expofed to rilk , fucli events being out of the reach 
of calculation, are never taken into any man’s account *. 
wlio has money to lend. * 
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The whole of this hypothcfis is', I readily ^gree, 
deftitiue of all prolxahility ; becaufe of the infinite 
variety of circnmninces which may frufirate fuch a 
fcherne. I only introduced it pj fliow where rlie con- 
ftant mortgaging of a public revenue may end; and 
to difprove the vulgar notion , that by coutrafling 
debts beyond a certain funa , a trading nation wfiick 
has a great balance in its favor, muff be involved in 
an unavoidable bankruptcy. To fay that a nation 
muft become bankrupt to itfelf, is a propofuion 
which I think implies a con tradition. 

CHAP. IX. . ' 

<■ % 

Of Bankruptcies. 

/ 

I N the lafl; chapter we have been running through 
a chain of confequences relative to the increafe of 
public debts, which appear as extravagant to us at 
prefent , as it would have appeared tp Davenant, 
to have fuppofed the debts of this nation to grow up 
to their prefent height , without the rifk of involving 
the nation in a general bankruptcy. 

But thofe confequences are only contingent. The 
prefent debts may either be paid off, or the nation 
may be involved in a general bankruptcy. In either^ 
cafe, thevaflproperty in the funds, this great article 
of permanent income , belonging to natives and to 
foreigners, muft wither and decay, and at laft difap- 
pear altogether. 

We may therefore decide, that one of three events 
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mun happen, viz. either, 1. Debts will fwell' to 
fuchapitrh as at Ijfl to pay themfflve.s : or, 2. The 
nation will I)e involved in a bankruptcy : or, 3 . They 
will be f iirly p ud off. 

The firff fuppofition we have examined; thefecond 
we are npw to conhdtr ; the laA will be the fubjcft 
of the following cliapter, with which I lliall con- 
clude this book. 

I Hull advatice no argument to prove that the 
fcheme of a public bankruptcy is either lawful, 
honorable , or expedient, if voluntarily gone into 
byartate; becanfc I think it is dianietrically oppofite 
to every principle of good government. It is a maxim 
uncon*^roverted , that a contradf is binding between 
the parties contracting, and that it ought to be ful- 
filled in every article If the public good be alledged 
as an overrnliiKr principle, to which every other 
muflgive wav, 1 readily admit theexception. There 
is another of equtl force , the impoflibility of per- 
formance. When fuch arguments are ufed to engage 
a nation to commit a deliberate a£l of bankruptcy, 
two things mufl be examined: thefirft, istheintereft 
which the public h*isin adopting the fcheme: the 
fecond , the confequences of it. What reafens a 
flate may have, I fh ill confider afterwards ; at prefent, 
I fhall inquire what might be the confequences of a 
general and total bankruptcy in England ; from 
which we may gather what difference it would' 
make, were it only partial ; and by fuch an inquiry, 
we may be led to difeover the proper method of 
breaking faith, in cafe it fliould become unavoidable. 
This is what in another place I called bringing credit 
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decently to her grive ; ^vhen after being overftretched 
it cannot longer he fupported. 

A bankruptcy may take place in two ways; eitlier 
as a confequence of circumflances which cannot be 
prevented ; or by a deliberate a<Q of government. 

Were the trade and indufiry of England to decay, 
the amount of taxes might fo far diminifli, as to prove 
infufhcient to pay the intereft of the national debt, 
and defray the expenfe of government. Were the 
people to be blown up into a fpirit of revolt againfl 
taxes, the fame event would probably hapj)en. In 
either cafe, the natural and immediate confeqiiences 
of the bankruptcy would probably follow one an- 
other in this manner ; 

imo, Every creditor of the flate would become 
poorer in proportion to the diminution of hisincotne. 

<idOy Confumption and the demand for work would 
diminifli in proportion to the part of that income 
withheld, which the creditors annually expend for 
thefe purpofes. 

3//o, Trade would <//re<f7/y fuffer, in proportion to 
that part of the faid revenue yearly thrown into it by 
the public creditors at prefent; and it would corife- 
quently fuffer, in proportion to the hurt refulting to 
private credit, from the confequences of the 
bankruptcy. 

The creditors then would lofe all, the trade of 
England would be undone, and the multitudes who 
lire in confequence of the demand for their indnflry 
from the one and the other would be reduced to 
mifery. Thefe immediate effefts would firft manifeft 
themfelves in the capital. The confequences would 
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foon be felt all over Encfland : a diminution upon the 
confnmption of the fruits of the earth; aAagnatioii 
of that commerce which is carried on between 
London and the country ( which we have feen to be 
equal to the amount of all taxes and land-rents 
fpent in London ) would foon throw every thing 
into confulion. But taxes would be abolilhed ; of 
that there is no doubt. I.eia deliberate bankruptcy 
take place without any abolition of them bylaw, 
they would foon fink to notliing, from the utter iai- 
pollibility there would be found to pay them. 

A total bankruptcy, therefore, coming upon 
England , either from a decay of her trade, or a 
difturbance in collecling the public revenue , would 
have the elTeft of plunging the nation into utter ruin 
at home: what might be tlie confequences from 
abroad, 1 leave to die reader’s fagacity to determine. 

Let me now fuppofe a bankruptcy to take place 
from a deliberate acf of power , with a view of 
expediency. 

The difference between the two confifts only in 
this; that in the fuff, all the confequences we have 
mentioned would follow one upon another, without 
a poffibility of preventing them : in the other, a plan 
to prevent them might be concerted. 

Let me then fuppofe , that government fliall find 
it expedient , at any time , to ufe a fpunge for the 
public debts ; that they fliall fear no external bad 
confequences , either from tlie refentment of thofe 
Hates who may be hurtby it , or from the ambition 
of others who may profit by it ; that they fliall coolly 
refolve to facrifice the intereft of all the creditors in 
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favor of the whole body; and that they lliall delibe- 
rate upon the plan to be followed, in order to bring 
about fo great a revolution, without elTentially 
hurting any intereft in the flute, that ol the creditors 
alone excepted. 

In that cafe, I imagine, tlicy would begin by 
ordering the amount ofall tliat is paid to the creditors, 
to be fet apart as a fund for the execution of the plan. 

. They would purchafe all over England , every 
article of produce and manufa<!lure which might 
remain upon hand for want of a market; they would 
feed all thofe who would be forced to be idlefor 
want of employment: they would ihflantly put 
proper employments into their hands ; one week’s 
delay in the execution of this part of the plan would 
tlirow the manufa£luring intereft intofuch confufion, 
as to be paft all remedy: they would furniih credit 
to all the merchants fubfifting, in proportion to what 
they had loft* by the extincTlion of the funds: they 
would eftablilli offices every where , to fupply the 
wants of thofe who would be totally ruined, until by 
degrees they could re-eftablifh confidence , the 
parent of trade, the mother of induftry. By fuch. 
precautions, properly taken, and properly executed, 
none would fuffer but the unhappy creditors and 
their families, who, from great opulence, would be 
reduced to poverty. 

As far as human prudence if infufficient for going 
through fo great a detail all at once ; fo far would the 
effefts of a general bankruptcy add hurtful confe- 
quences to' thofe which in every cafe are unavoidable.; 
Were a ftatefman endowed with the fupernatural 
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gift of turning tlie mindsof a nation at his will, and 
of forcfeeing every confequence before' it happened, 
fuch a plan might be e.xecuted. Another who, 
with the greateA capacity ever man was endowed 
with, would, for expediency, not for neceflity, 
deliberately undertake a general brankruptcy , I 
fliould conliderasa madman. 

1 fliould rather prefer to fubmit to the natural con- 
fequenres which miglit refult from an accidental - 
bankruptcy, than endeavour to avoid them by a 
plan too complicated for human wildom to execute. 

Let us next fuppofe the fcheme to be fairly exe- 
cuted from a view of expediency, no matter how, 
and all inconveniences prevented during the execu- 
tion , what w’onld be gained by it ? 

If by the fuppofition all taxes be kept alive, for at 
leaA a certain time, in order to prevent a total con- 
fufion , certainly no body could gain during that 
period; even the Aate itfelf would Jofe, becaufe 
every branch of confumption would infallibly 
diminilli. But that time elapfcd, and taxes reduced 
to the loweA, who would be the gainers ? We fhall 
fee when we come to the dodlrine of taxation , that a 
fudden abolition of them , in confequence of a 
bankruptcy, would be advantageous to no body, 
but to creditors upon mortgage, and to the idle; 
not to landlords; becaufe their incomes would 
diminiOi more than in the proportion of the prefent 
land-tax, at leaA their improvements would be in- 
terrupted, and their rents ill paid: not to the 
manufaduring clafTes; becaufe at prefent they pay 
no taxes , but in proportion to their idlenefs or 
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extravagance, as (hall be proved; the monied in- 
tereft , not fecured on land , would I fuppofe be 
extinguilhed ; trade and credit at an end. Thegains 
then would be confined to thofe who have money 
fecured upon land, where the capital is demandable. 
In fuch a fituation, intereft would rife beyond all 
bounds; and a debt which might have been con- 
fidered as a trifle before , might then carry off an 
eftate. The idle alfo who live peceably upon a very 
moderate income, would find a great advantage 
from the fall of prices for want of confnmption , and 
from thediftrefsof theinduftrious; but the indicent 
poor, who are fupported from charity, would fnffer : 
all the great eftablifhments for labor and induftry, 
would fall to the ground : the numbers of poor who 
are there maintained , would come upon a fociety, 
which is beginning to lofe thofe tender feelings of 
companion, which are more common in countries 
of idlenefs, in proportion as mifery is more familiar- 
ly before them. 

Tq fay all in one word , a total bankruptcy, and 
abolition of taxes, would bring this nation back to 
the fituation it was in before taxes and debts were 
known. 

Does anybody imagine that our prefent fituation 
is not analogous to our prefent policy, and that it is 
poflible that independently of the fame circumftances 
we fliould long continue to enjoy the advantages we 
feel ? No : were we in the fame fituation as formerly, 
we fliould feel as our fathers felt. They had as good 
underftandings to improve their circumftances as 
we have; but they had to do with an idle, we with 
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an induflrious common peo])le. Trade and credit 
hr«ve been long at work to jiti form tliis great revolu- 
tion : the operation is not as yet coinj)leied , and 
a total bankruptcy now would deflioy every good 
elTei^ for a long time. 

Were taxes made to ceafe, tlie large fums which 
proceed from them would difappear entirely. Money 
would not, as fonie imagine, be equally dillributed . 
among tliofe who now pay the taxes , and fo pro- 
portion.dly increafe every man’s income. Thereal’oa 
is plain: the money paid for taxes, circulates j 
becaiife it is demanded. Were taxes fupprefTed, 
peo])le havinglefsoccafion for. money'than formerly, 
w ould circulate Icfs in proportion. It is the necelTity 
of paying taxes , which crea/es this money for the 
payment of them ; and when this method of creating 
is not contrived, the ta.xes cannot he paid, as has been 
often faid. Now it is this great flux of money from 
taxes which animates the trade of England ; take 
them out of the circle, what becomes of the whole? 

. To fuppofe , therefore, fo great a revolution in 
the circulation of a country , as that produced 
by the celTationof taxes; and to fuppofe no inter- 
ruption from it upon the Hate of induflry , and the 
employment of the people of this nation, is a pro- 
pofition I muft rejeA, as being contrary to all 
principles; and to this among the reft, that it would 
be a moft fudden , and a moft violent revolution j 
which throughout the whole courfe of this inquiry, 
we have found to involve inconveniencies beyond 
the power of any theory to extricate. 

Upon the whole we may determine , that the fatal 

confequences 
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confequcnces of a bankruptcy would be many ; and 
that the good refultingfrom a total abolition of taxes, 
would be confined to twoobje^Is t . A relief to thofe 
who pay them upon their polTeflions, or perfons. 
2. A diminution of prices in favor of the idleathome, 
and of trade abroad : great objefts, no doubt, could 
they be obtained at lefs expenfe than the confe- 
• quences of a total failure of public credit and 
domtftic induAry. Perhaps when we come to 
examine tlie principles of taxation , we fhall find 
that taxes do not raife prices fo much as is generally 
believ'ed ; and thofe which influence the application 
of public money, will point out better expedient* 
than a bankruptcy for compafling thofe great 
national purpofes. 

But let us fuppofe a cafe , which may poflibly 
happen, as matters feem to go on. Suppofe, I 
fay, that by continuing to carry on long and ex- 
penfive wars , the fum of intereA paid to Arangers 
fliould exceed all that the nation can gain by her 
trade. In this cafe, there muA be a general balance 
of payments agaiuA her every year , which very 
foon would manifeA itfelf by the moA fatal con- 
fequences. 

The bank of England would be the firA to feel 
them , by the departure of all the coin and precious 
metals. Trade would feel them next, and then 
indeed they would become qniverfal. 

In fuch a fituation, I fairly acknowledge, that I 
cannot difcover any expedient to avoid a bankruptcy; 
Engaging the foreign creditors to become citizens 
by the allurements of the greateA privileges , and 
VoL. V. L. 
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bills of natarallzation, are vain fpeculattons. Unlefg 
feme refource , hidden from me , fliould , upon 
fuchan occafion, open itfelf, in the deep recefle* 

• of future events, 1 believe the nation would foonbe 
driven upon the fatal rock of bankruptcy. The idea 
of a nation’s becoming bankrupt to itfelf , I have 
always looked upon as a contradidion ; but that it 
may become bankrupt to the reft of the world , ra 
quite confiftent with reafon and common fenfe. 

I fhall not take upon me to fuggeft what mode 
of bankruptcy would in fuch a cafe be the beft; 
a total, or a partial one. Tire partial, I am afraid, 
would , in England , work efleds almoft as hurtful 
as the other. But if ever the cafe fhould happen , 
the only way will be , to watch over every fym- 
ptom of the approaching cataftropheand to improve 
circumflances to the beft advantage. 

Of what infinite confequence is it then for a 
Britifli flatefman to inquire into the amount of debts 
owing to ftrangers, and into the ftate of the balance 
of trade ? In fpeaking of exchange, 1 threw out' 
many things concerning the idea of putting that 
branch of bufinefs into the hands of the bank, in 
conjnnflion with the exchequer. Were the ftate 
brought into the dilemma of either fubmitting to 
this gradual decline of trade , from a caufe which 
could not be removed; or of being puflied to the 
necelfity of leaping into the terrible gulph of a delibe- 
rate bankrupey ; in fuch a dilemma, I fay , what 
infinite advantages might not be drawn from the 
management of exchange ? ^ 

I have heard it laid, that the debt owing to 
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ftrangers was a great advantage to England ; becaofe 
it drew people to that market where their funds 
are fettled. I allow all the force any one can give to 
this propofition: But alas! what would it avail ^ 
whenever England becomes incapable to furnilh 
goods equivalent to all her imports from abroad^ 
added to all (he owes to her foreign creditors ? 

I am very far from fuppofmg the prefent lituation 
of England to forebode the approach of any fuch 
difafter ; but it is good to reprefent to one’s felf fome 
determinate objed, by which we may judge of out 
fituation in times to come. 

Debts have increafed far beyond the imagination 
of every mortal. Great men have uttered prophecies, 
which have proved falfej concerning the confe- 
quences of a debt of one hundred millions. From 
this moft people conclude, that they will go on until 
fome unforefeen accident fhall dafh the fabric to 
Jjieces. I have been pretending to fliow'how they 
may go on in a perpetual chain. But alas I one fatal 
combination was there omitted ; and now that is haa 
been taken in, I think it ferves as a datum, to refolve 
the mofl important problem of this fcience, viz. How 
to determine the exadl, e.xtent of public credif.The fo- 
lution of which is. That it is not neceffary that public 
credit fhould ever fail ,' from any augmentation of 
debts whatever, due to natives ; and that it muft fail, 
fd foon as the nation becomes totally unable either 
to export commodities equal to all their imports and 
foreign debts, or to pay off a proportional part of 
their capital , fufhcietit to turn the balance to the 
right fide. 
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From this propofition two corollaries may be 
drawn. 

imo, That the mofl important ohjed in paying off 
debts , is to get quit of thofe due to Hrangers. 

That whatever circumftance has a tendency 
towards dimmifliing the burden of foreign debts , 
fliould be encouraged. 

If it be faid, that whenever our foreign debts ex- 
ceed the balance of our trade, the beft way would be^ 
to break faith with ftrangers, and keep it with the 
fubjeds of the Rate: I anfwer, that were the thing 
pofRble , which I apprehend it is not, the confe- 

qnence might prove equally hurtful. 

The greateft of all the inconveniencies proceeding 
from a bankruptcy, is the ruin of induflry, and the 
flop put to circulation. Can it then be fuppofed , 
that a country might execute fo glaring a fcheme of 
treachery to all her neighbours, and Itill continue 
her correfpondence with them in the open way of 
trade? Certainly not. Were all foreign trade to be 
flopt at once, what a revolution would it occafion! 
The circulation of foreign trade , in the city of 
London only, exceeds perhaps the amount of all 
the taxes. A ftop put to that would occafion fuch a 
ftagnation, as would ruin the nation as much as if the 
bankruptcy were to becotne univerfal. I do not 

here pretend minutely to trace confequences, which 
are infinite: all that can be done, is to fuggeft hints, 
which every one may purfue , in proportion to the 

extent of his combinations. , . r n « 

The intention of touching upon this fubject atall, 
Ssto£bow, that the expedient of a fpunge , which U 



Chap.X. political ECONOMY. 



I 

frequently talked of as a remedy againft the confe- 
quence of debts, is, perhaps, more dangerous than 
any thing that can be feared from them. The reafon 
is, that the fpunge implies atnore fudden bankruptcy 
than any one brought on in a gradual way , by 
natural caufes. 

Were natural and'irrefiftible caufes to operate a 
total failure of all profit upon the trade of Britain, 
one cannot fay how far the other nations of Europe 
might not find it their intereft to affift uj, providing 
we did our utmoft to preferve our good faith to ihem. 
And as I think I have made it fufhciently evident that 
nothing can be gained by openly violating fuch en- 
gagements, the beft refolution a nation can take, is to 
adhere to them to the laft extremity, and to banilh 
from their thoughts every idea which may be re- 
pugnant to them. 

C H A P. X. 

Methods of contracting and paying off Public Debts* 

E are now to colle£l together, in one view, 
the feveral methods of contrading and paying off 
the debts of a nation. Such methods may be de- 
duced, either from principles, or from whatpradlice 
has pointed out. 

The foundation upon which public credit is built, 
is the exiftence of a fure and fufficient fund for perfor- 
ming the engagements contra£led. ' 

When, in the early times of public credit, the 
repayment of the capital was the chief obje£f of the 

L 3 
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lender, a much more extenfive fund was neceflary 
than at prefent , when no more is required than the 
payment of the intereft. As fuch funds never can 
be formed but from taxes , or general contributions 
Irom the people, the greater they are, the larger mu'.l 
the contribution be. Whenever therefore there i# 
occafion to contra<f!l debt, the chief obje6l of aflatef- 
man’s care fliould be , to model the fpirit of his 
people fo as to difpofe them to concur in the proper 
Tefolutions to render the plan propofed as eafy as 
podible in the execution. 

. In the firft place, the body of the people muft be 
made fenhble that the confequence of contrading 
debts muft imply a diminution upon the income of 
fome individuals; but that the fewer the obftacles 
thrown in the way of the loan are, the lefs will that 
diminution be. 

In the fecond place , he muft gain the confidence 
of his people, fo far as to imprefs them with a firm 
belief that he will confult /Ac/r good, and nothing 
^ill'e , in what he undertakes. 

And in the laft place , he muft gain the confidence 
■of thofe from \vhom he is to borrow; and convince, 
them that all covenants between the public and then) 
will be religioufly performed. 

In a linnted and free government, thefe three 
requifites are effential to the firm eftablilhment of 
public credit. 

Wiiere the power of the ftatefman is unlimited, he 
may fubftitute his authority over the people, in the 
place of confidence ; but with refpeff to thofe who 
are to lend, he will fill no room fpranyfuchfubftU 
Jution: confidence Acre is the only expedient. 
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All therefore that is required as to the people, is to 
enable them to do what he requires of them. 

For that purpofe he muft eftablifli credit with them, 
for finding the contributions he is to exa£l of them ; 
becaufe they will have as much occafion for it, in 
paying what is demanded of them by authority, as he 
himfelfhas in paying what he is obliged to in confe- 
, quence of his engagements. 

If this general plan be not followed , the confe- 
quence will be, that taxes will fail on one hand, and 
public credit on the other. 

If all tliis operation cannot be previoufly con- 
certed, the plan of borrowing muft be circumfcribed ' 
to funds previoufly eflablilhed. 

When money is borrowed before the fund is pre- 
pared , every obftacle which occurs in eftablifhing 
it is a drawback upon the confidence of thofe who 
lend , and renders the conditions lefs favorable to 
the flate which borrows. 

In the contrail of loan, the firft article to be agreed 
upon is the rate of intereft. We have, in the begin- 
ning of this book, examined the caufes of its rife <■ 

and fall ; and have in general determined, that when 
the demand is for borrowing, intereft rifes ; when 
for lendiifg, intereft falls. 

As the objeft of the borrower is to have intereft 
low, the ftatefman who intends to borrow , muft ufe 
all poflible means to increafe the quantity of money 
in circulation. 

But if coin alone be ufed as money , and if this 
coin be fent out of the country, when borrowedi 
and if what is fent away cannot be replaced at will i 
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the fcheme of augmenting money becomes imprac- 
ticable : it will daily become moref fcarce, more 
difficult to procure, and interelf rnufl rife higher 
every day. Symbolical or paper money , that is 
credit i muflthen be eftabliffied at home , upon the 
firmefl bafis : this will enable every one to pay what 
he owes; confequently , the taxes will be paid , the 
creditors will receive what is due to them regularly, 
money will every year augment in proportion as 
debts are contracQed ; and if borrowing do not aug- 
ment beyond that proportion , intereft will not rife ; 
and if borrowing fliould fall below that proportion, 
interefl will fmk." 

Is not this whole do£lrine verified in the Arongeft 
manner by the operation of the Miffifippi ? At the 
death of the late King of France, money had difap- 
peared. Some years before , he had , for feven 
millions in coin , engaged his kingdom for thirty- 
two millions; upon adiAantfund indeed; but Aill 
It became a debt to be paid. Paper money had 
not been introduced three years, when intereA fell 
to 2 percent. The paper indeed was a bubble in , 
fa6l ; but we have Ihown that it became fo from bad 
management only. ' • 

. By the augmentation of money, capitals ceafe to 
^ fo valuable- By the melting down of property, the 
very capital , though in the hands of the Aate , may 
be turned into money by the creditor, whenever 
he has occaAon for it ; in the fame way as the coin 
,which is .buried In the vaults of the town-houfe of 
\AmAerdam ,'is conAantly performing all theufesof 
circulation. . . - 
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The method, therefore, of borrowing money to 
the bed advantage ; is previoufly to eftablifli a fund 
of credit , arifing from annual taxes ; to provide 
the people who are to pay them with money in pro- 
portion to their property or ihduftry ; and to prevent 
the latter from ever failing for want of the medium, 
money, for carrying it on. 

So long as interefl Hands high , relatively to other 
Hates with which you are at war, throw as much 
moneyas pofTible into the hands of your creditors, 
in payment of the debts already contrafted ; becaufe 
the more you throw in there, the more you will 
draw out, if you have occafion to borrow more; 
and if you have no occafion to borrow more , the 
lower you will reduce the interefl, by augmenting 
the fund of money to be lent. 

From thefe principles I conclude, that every nation 
which fets out by contra£ling debts with its own 
citizens , mufl begin by borrowing upon condition of 
repaying the capital in afliort term of years. This is 
alfo the beft method to engage the people to contri- 
bute largely without murmuring. The reafon is , 
that when taxes begin to be impofed , the mafs of 
circulation becomes proportionally augmented; and 
the’ paying back confiderable fums to the creditors , 
prevents, on the one hand, the debts from increafing 
ha fall , and fupplies circulation , and facilitates 
new borrowings on the other. While this plan of 
augmenting circulation is carrying on, theftatefman 
mufl prevent his expenfe abroad from diminilhing it 
proportionally at home. This is to be accomplilhed 
by opening loans for foreign expenfe in foreign 
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countries , and by paying the intere/l only of fucli 
loans , with the greateff pnn£luality. 

The difTicuky of performing this, is no argument 
againftit. It muft either be done, or credit will be 
hurt; becaufe without obtaining credit abroad, it 
is impoflible to defray any expenfe incurred abroad, 
beyond what the metals of your country and the ' 
experts from it can pay: that is, in other words, 
beyond tlie quantity of metals exported, and general 
balance in your favon, upon all reciprocal payments 
with the world. 

If it be faid , that nations never pay the interefl 
of their debts any where but at home, I anfwer, 
that it is fo much the worfe for them ; becaufe where- 
ever the debts or intereft is to be paid, the lender 
always hates his account as if the payment were 
made in his own houfe. All the expenfe to him of 
fending his money to the place of fubfeription, and 
of drawing back his returns , are compared with the 
* jntereft offered by the borrower; and if upon the 
whole the lender finds his account in the bargain, 
he fubferibes ; otherwife not. Since therefore the 
money borrowed muft in this cafe be fent abroad, 
it is an advantage for the borrower to be uqder an 
obligation to provide a method of fending it ; and 
. by that means he will borrow cheaper than he can 
do, when he refunds to every lender all his expenfe 
and trouble in getting his intereft remitted to him. 

1 am now deducing principles, and therefore fliall 
not enter into a difcuflion of the many obje£lions 
which occur againft this plan , from foreign confix 
derations ; fuch as the facility it might procure tp a 
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Ii -flatefnian of defranding his foreign creditors,, and 
feveral others which might be formed : alll fay is, 
t that this is a cheaper and more fyftematical way of 

B borrowing, and it has this good efiedl, that it con- 

f ftantly points out the ftate of the external debt, front 

which alone a bankruptcy is to be feared. 

Were a favorable balance to return after an ex- 
penfivewar, the payment of this foreign debt would 
be the confequence , as much as now when the pay- 
ment is made at home, and rather more fo; becaufe 
,who-ever owed a balance (to England, I fuppofe) 
would then pay his debts at London , with money 
due by England, payable at Antwerp, for example ; 
confequently , he would transfer at difcount ; and 
when he transferred in favor of an Englifhman, the 
debts may be confidered as difcharged upon the 
foreign fund , and flated a-new upon the funds pay- 
able in London. Could the payment of the intereft 
of the public debts be rendered fufceptible of fuch 
‘ transfers upon all occafions, it would , I imagine , 
have a remarkable efie£l in favor of public credit. 

This thought fuggefted itfelf, while I was confider- 
ing the fituation of a country where borrowing is 
in its infancy j and it occurred as an expedient 
preventingjoreign expenfe from draining the country of 
the money necejfary for circulation at home. This . in 
every combination of circumftances , is the moJl 
importantobjeft of a ffatefman's care while he is en- 
gaged in wars abroad. 

Now whether the money of a country be paper or 
coin, it is equally taken out of circulation, by every 
foreign payment, ^Vben it is coin, it goes out of the 
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cduntry,aswellas out of circulation :when it is paper 
it does not go out of the country, certainly, but, by 
comingupon the debtor in it for payment, it is equally 
taken out of circulation; and what the debtor gives for 
it (viz. a bill of exchange upon another country) goes 
out of the country. And unlefs that bill of exchange can 
be paid with value exported in merchandize, it will 
remain a debt upon the country, contracted in favor 
of fcfme other nation. ' 

This I hope will be fufFicient to recal to mind 
what has beenfo fully explained in the i3th chapter 
upon banks ; where the fame qneftion was hated 
with regard to the payments Scotland was obliged 
to make to England, towards the end of laft war. The 
fame principles operate in the cafe before us , and 
may be applied to every circumftance of it; with 
this difference only, that here the ftatefman’s intereft 
is more clofely conne^led with that of his banks than 
was the cafe during the diftrefs in Scotland : becaufe 
if he does not fupport them by a fyflematical chain 
of conduct, he will drain the fund of circulation 
by his remittances; his credit will fail; his taxes 
will not be paid; and his people Will beoppreffed. 

' But if he purfues his plan fyftematically , circulation 
will be kept full; his credit will be fupported; his 
taxes will be paid; hits people will be eafy; becaufe 
no check will be put either toinduftry or to con- 
fumption for want of money, a great part of the for- 
mer folid property will be melted down into money ; 
whatever part of that money is lent to the Rate will be 
by that operation, confolidated.into a new fpecies of 
property, the public funds; and if after the borrow- 
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ing fcheme is over (that is, when peace is reftored) cir- 
culation fliould be contracted , a part of the money- 
will ftagnate in the hands of individuals, and will, in 
their favor, be realized in that part of thefolid proper- 
ty which was melted down in order to produce it. 
That is, lands will be fold by the former proprietors, 
and will be acquired by thofe who have money not 
realized in flock; and for which circulation has no 
farther demand. This is the reafon why, at the end of 
every war which has run the nation in debt, lands 
have conftantly rifen in their value, even when 
conftderable quantities of them have been offered 
to fale.. 

If it be faid that the flock- holders are thofe whom 
we commonly fee buying the lands, and not thofe 
who have fums notrealized: 

Ifiiall, in anfwer, obferve, that the flock-holders 
can only buy lands by felling their flock , to thofe 
who have money not realized; fo it is flill the money 
not realized which is employed in buying every 
article of folid property : and even after that opera- 
tion, the money flill remains in circnlation ; becaufe 
it is impoflible to realize even paper money itfelf, 
except when the creditor in itbecomes proprietor of 
the property upon which it is fecured; and if the 
money be coin, it is plain that this cannot be realized 
any farther than it is by nature. When therefore 
we fay, that a man realizes his money, we do not 
mean any thing farther , than thst he gives his money 
to another in exchange for folid property. Thus 
when an eflate is bought in a country where banka 
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upon mortgage are efiablinied, a part bf the price 
is commonly taken out of circuhation altogether ; 
becaufe in confequence of the price paid, the bank 
is refunded what it had melted down of the land 
fold ; confequently, that paper becomes confolida- 
ted a-new, as it were, with the lands which are 
relieved of the mortgage. 

But when lands are fold in a country where there 
is no paper, the price remains in circulation as before; 
and if the quantity of coin in circulation lliould 
exceed the ules’ for it, a cafe which feldom happens 
in thefe days,* it would be exported , and realized 
abroad. 

When this complicated and fyflematical fcheme 
of credit is noteflabliflied, tlie infallible confequence 
is, that money difappears: confequently intereflrifesv 
The taxes formerly impofed cannot be paid: con- 
fequemly, it is in vain to feck to augment them; 
becaufe in proportion as tliey are augmented, they 
become lefs productive. If money be borrowed upon 
remote funds , engaged for other debts previoufly 
contracted , and if public faith be at all events to be 
preferved, the confequence muft then be, that the 
public will be cat up by ufurers. 

This was the cafe in England during the wars of 
Queen Anne. 

So early as 1706, government, as has been faid, 
began to borrow at b per cent, upon funds already 
engaged. W'hat was the confequence ? The ex- 
chequer having no money to pay the intereft as it 
fell due, paid with tallies; thefe tell to great difebunt, 
and had they remained long in that diferedited 
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fituation. lending would have llopt , or intereft 
would haverifen, as in France, fo high as to lofe 
the name of intereft altogether. This was the cafe, 
in the example above cited, when feyen millioYis 
ready money, borrowed by the late King of France, 
became a debt of thirty-two millions on the Aate. 

Upon the occafion above mentioned, government 
availed themfelves of the bank of England, as I fay 
every private citizen lliould have a power to do, oil 
every occafion , when his credit is good, though 
money Ihould fail him. They engaged the bank to 
difcount all tallies iflued for intereft of debts; that 
is, in other words, to turn thofe flicks into money: 
but as public credit was fo low that money could not 
be found to difcharge even the intereft of the advance 
made by the bank, the government confented, that 
all advances of that kind lliould bear compound in- 
tereft quarterly , at 6 per cent. What a monftrous 
profit to the bank ! what a charge upon the ftate ! 
Had banks of circulation upon mortgages been 
eftabliflied at that time , money would have come 
in at a moderate limple intereft to individuals, who 
Would have availed themfelves of them, for the pay- 
ment of all public burdens, liiftead of which , iri- 
duftry was made to fuller; the public money did not 
come in ; taxation ftopt ; expenfes went on, and 
deficiencies were paid by the public at this mon- 
ftrous charge. 

On the other hand,, had it not been for the affift- 
ance the bank then gave the ftate, in circulating 
thofe exchequer tallies, bills. See. it is very certain 
that credit would, have failed as totally in England! 
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as it had done in France in 170S, ^vhen Defmaretz 
undertook, tlie finances. This miniflt-r liad no bank 
to avail hiinfell of, and accordingly he run France 
in debt at the rate of two liundred millions of livres 
per annum ^ during feven campaigns; of which, I 
am perfuadcd, he did not receive one half, or 
nc#r it , in effeiilive value. 

What I have faid will, I hojie, be fufficient to 
fliow that the only way for any date to borrow , is 
previoufly to provide a fund for making good what 
is agreed upon with the lenders ; and that all ex- 
pedients to fupply the want of it will in the end 
bring 'great expenfe upon the people, either by 
involving them in an exceffive burden of debts, in 
cafe public engagements fliould be held facred , as 
has conftantly been the cafe in Great Britain ; or 
by driving the Bate to a bankruptcy, as was the cafe 
in France upon the death of the late King. 1 call 
it a bankruptcy , becaufe a// tliat was owing was 
not paid. A man who pays no more than 1 9 j. u ^ 
in the pound, is a bankrupt, as well as he 
who cannot pay one farthing. 

I now come to the methods of paying oil debts 
when already contradled. 

Public debts may be divided into twoclafles, 
redeemable and irredeemable. Redeemable debts 
may be paid off in feveral ways , which we fhall 
briefly enumerate before we compare their feveral 
advantages. 

Firft then , fuch debts may be paid off at once , by 
refunding to the creditors the whole capital , witli 
all arrears of interefi, 

adoy 
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<xdo. They may be paid off yearly , according td 
a certain rule to determine the preference , and 
order of payment : for this purpofe , a determinate 
fumniuft be fet apart as a finking fund. 

3 t/Oj They may be paid off cumulatively and pro- 
portionally every year, by incorporating the fin- 
king fund into the money appropriated for difchar- 
giiig the interefl, and by placing all that is paid 
beyond the interefl, as payment in part of tha 
capital. 

4/0, They may be paid in one fenfcj as fhall bd 
farther explained, by reducing the interefl upon tlie 
capitals, without diminilliing them. 

bio , They may be paid off by converting thern 
into annuities for lives. 

6/0, And laflly , they may be paid off under the 
value of the capitals, by the means of lotteries} 
where the Hate may gain what the creditors chufa 
to lofe from a defire of gaining. 

To one or other of thefe methods may be reduced 
all the fair and honeft expedients which a flate may 
employ to get rid of their debts, without any breach 
of public faith , or without proceeding to the ex- 
tremity ofpreferibing conditions of payment, which 
the creditors are forced to accept againfl their wilL 

As for the irredeemable debts , I apprehend , 
that, without confent of the creditors, no changa 
upon the condition of loan can juflly be made. 

1 lhall next point out the advantages and difad- 
vantages of the feveral methods , of difeharging 
debts, asthey may affedthefeparate, orcumulativa 
interefl of a flate. 

Vot. V, 

I 
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Were large debts which have fiibhOed for a long 
time to be paid off all at once , it would occafion a 
fudden and a violent revolution , which is always 
attended with inconveniences. 

Were , for example, the proprietors of lands to 
confent to fell off a part of their eflates for the pay. 
ment of the public debts , the quantity of land 
brought to market, would fink the price of it very 
confiderably ; from which wotild arife a great detri- 
ment to landlords. I fliall not here inquire from 
whence fuch a fum of money conld come. 

Could a treafure be brought from India (let me 
fuppofe ) fufhcient at once to difchargethe debts of 
Great Britain, circulation would become'fo glutted 
with money, thatinterefl would fall to nothing. This 
would be a temporary lofs to all tlie former crcditqjrs, 
until they had time to lend to the other flares of 
Europe, who would, in confeqnencc of the revolu- 
tion , finktJie rate of intcrcfl upon their own debts. 
Something like this was the confcquence of paying 
off all the debts of France with bank notes in 1720, 
upon which intereft fell, as we have obferved above, 
to 2 per cent. 

When, in the fecond place, debts are. paid off 
partially every year, according to a certain rule, 
it is expedient to have the capitals reduced into 
fharcs of a determinate value , as is the praiTiice in 
Franco , that they may be drawn out as in a lot- 
tery. The lots drawn may then be paid, and no 
detriment will follow to any particular creditor, more 
than to another; becaufe if by being paid there be 
either profit or lofs to the creditor, it will affedltlie 
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value of the whole flock in proportion. If, upon 
the eflablilliment of fucli a plan , the flock be found 
to rife, it will be a, proof that either the ihtereft 
formerly paid was below the common rate, or that 
the credit of the flate was looked upon as preca- 
rious; if it Ihould fink, contrary conclufions may 
fafely be drawm 

This is a common method of paying off debts in 
France, where funds are more commonly divided 
into fliares than in Great Britain. 

In 1759, the King opened a fubfcription for 
feveny-two millions of livres upon the general 
farms; this fum was divided into feventy-two thou- 
fand aflions, bearing 5 per cent, and it was flipulated, 
that upon the renewal ofthefarms in 1762, twelve 
tlioufand adlions fhould be drawn by lot, and paid 
ofl monthly ; fo that in fix months the whole debt 
was to be difcharged. 

The third method of applying what is annually 
paid above the interefi, in extincflion of the capital, 
is the meafurc propofed by Cardinal Richlieu for 
difcharging the debts of France; only the Cardinal 
\vent to \vork in a very arbitrary tvay, both in deter- 
mining the interefi, and in fixing a value upon the 
capital, equally detrimental to the creditors. ' 

To apply this to an example. Mad England at the 
time govermneiU firfl eflabliflied a finking fund, 
arifiug out of the favings which were made upon 
reducing tlie rate of interefi, from time to time, 
•continued to pay to the creditors the fame annual \ 
lums as formerly; and thereby applied what waS 
•paid beyond the intcfell, to the payment of the 
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capital, there could not have been any mifapplica- 
tion of the finking fund ; and the debts by this time 
would have been greatly diminiflied. Whereas by 
applying the finking fund to the ferviceof the year, 
for the eafe of the people and advantage of the 
creditors, the confequences may prove exceedingly 
inconvenient. 

The fourth method of reducing debts is that 
adopted by Great Britain , viz. by reducing the in- 
tereftpaid upon them. From this we difcover the 
reafon why taxes, even in time of war, are feldom 
augmented in this’ kingdom much above the pro- 
portion of the interefi of the money borrowed. 

We have, in the lecond chapter of the firft book , 
boldly declared this to be againft principles, and 
the authors of fuch a fcheme were there fiigmatized as 
men of no forefight: we now fee how much people 
may be miflaken in their conclufions in political 
matters, when they are formed upon too narrow 
combinations. 

Were capitals intended ever to be paid, no doubt 
the conclufion would be juft ; but if it be refolved , 
that capitals lhall never be confidered as theobje^of 
attention, and that the intereft alone fhall be looked 
upon as the real burden, then all payment of capi- 
tals is unneceflary, except fo far as by paying a part of 
them, it may ferve to reduce the intereft upon the 
reft, by making money regorge in the market beyond 
the ufes found for it 

This plan cannot be carried on while a nation is 
engaged in an expenfive war , which abforbs all the 
money to be lent: but it becomes the object of 4 
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ftatefman's care , after peace is reAored , and when 
trade begins to bring in a balance upon exportations. 

We have leen how tliat balance tends every year 
to diminilh the capitals due to ftrangers, and to keep 
money at home. Then is the time to extend taxation 
beyond the ufes found for money to pay theintereft. • 
Two or three millions extraordinary, raifedatthe 
clofe of a war, and thrown into the hands of the 
creditors of Great Bripin , in extinction of their 
capitals , would foon engage them to cry for mercy. 
They would find no outlet but F ranee for fuch fums; 
and it is precifely after a war, that France is bufy in 
playing off the arbitrary operations on her debts, 
which reduces her credit too low for any one to truft 
her with money. Let peace continue fora few years, ' 
confidence will there advance apace, and then it 
will become more difficult to make money regorge in 
England. 

To fay that taxes are already beyond all bounds , 
is , in other words , to fay the nation is no more in 
a ftate of defence: bicaufe ffiould Britain be again 
involved in an unavoidable war , the confequence 
.will be, either to render more taxes indifpenfable, 
or to oblige the nation to fubmit to any terms de- 
manded by her enemies. 

If it be therefore true , that taxes may flill be 
augmented , the moft proper time for augmenting 
them, is, attlievery clofe of a war; becaufe then 
every circumftance favors thefeheme , as we fliall 
now explain. 

We have faid above, and experience proves the 
truth of it, that at tlie end of a war circulation 
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becomes too full for domeflic iifcs ; and that the 
fuperfluity ol money is realized upon property. This 
is the con(t(iuencc ot a fudden flop in national ex- 
penfe. W^crc taxes at fuch a time augmented, part 
of this regorging money would find a vent by the 
augmentation upon domeflic circulation which ta.xeg 
would occafion ; which augmentation would cir- 
culate into the cxchecpier, inflead of becoming con- 
folidated with property, as has been faid , and 
coming into the hands of government , would be 
poured into thofe of the creditors , in payment of 
part of tlieir capitals. There it would regorge a-new j 
becaufe it is obferved , in general , that thofe who 
have property in the funds are not apt to fquander 
money when nnexpet!ledly thrown into their hands j 
on tlie contrary , lliey are commonly found to live 
very much within their income 

* Experience Ihows , that when the debts of a nation hsve 
come to a heig'“> *he pi-blic creditors become people of great 
c 'iiftquence, upon account ot the cafe and affluence of their 
circunillanccs. They are not expofed to the many hiddeii 
expends incident to land proprietors. They ate a c'afs in the 
Ita-e but lately known ; the capital of their weahh is hid ; and 
opinions concerning their iigure and rank are as yet unformed. 
■Vl'herea.; the bmily of a land proprietor is known ; his ex- 
psnie tnayfiirpafi that of his predeceiTors without much ob- 
fervaiion; but if it fhould/«// 6f/our he commonly finksin 
the eliimation of his neighbours, whofeldom combine circum- 
flanccs which can only be gueffedat. An heir to a landed eftate, 
is bred up from his infancy with the notion of living like his 
father : the fon cf a monied man has commonly every dif. 
ferent fentiments ; and even w'hen any enf this clafs takes a 
turn to expenfe , the luftre of it is a’l difplayed round thv'ir 
own bodies ; that is, in their own houfe , and in their own 
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But fnppofe It fhould not immediately regorge , it 
would then increafe expenfe and confumption ; con- ' 
lequently, would advance induflry, and render 
every branch of excifes more produ«ilive. In every 
combination we can form , public opulence would 
be augmented ; money would regorge at laft ; and 
then the creditors would come with their application 
to government to fufpend the reimburfement of 
capitals, and to accept, in lieu of that, a diminution 
upon the intereft. 

TJi is is the golden opportunity for diminifliing 
the public burden occafioned by debts ; and this 
method of compaffing fo defirable an end, is far 
preferable to that of compelling creditors to fubmit 
to a diminution, by offering a fudden reimburfement 
whidi was put in praflice in Britain in the year 
1749, as has been obferved. Had the public waited 
with patience one year longer , and then thrown in 
a few millions more than they did into the hands of 
the creditors , the propofal of reducing the intereft 
would have come from the other quarter ; which in 
all bargains with creditors is of fhe greatefl confe- 
quence to the debtor. 

The fum of intcrcflthus diminillied, upon an ob- 
ligation to fufpend the reimburfements of capitals 

families ; no country feats, hounds, horfes, fervants in every 
quarter, fami y intereft to keep up, little economy irt fpending. 

In a word, cve y one hcls better than I can dcfcribe, that 
landed men commonly exceed , and manied men com.nonly 
live within their income. ^ 

M i 
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for a limited time , three qneflions will naturally 
occur: l. Whether the taxes fliould be diminiflicd 
in proportion : or 2 . If they fliould be allowed to 
fubfifl with a view to apply the overplus of them to 
national purpofes; or 3. Whether it may not be 
moft advifeable to turn fuch a part of the debts into 
annuities for lives, as may abforb the faving upon the 
former intereft paid. The firfl two queflions 1 referve 
for the following book, wliere they will be fully 
examined; the laft is the fifth expedient propofed 
for acquitting the public debts. As the nature of 
}t is abundantly evident, I fhall only repeat what 
J formerly obferved, that this method of eflablifli- 
inga finking fund, has the advantage of being lefs 
pxpofed to mifapplications than any other. 

The laA expedient of paying off c.ipitals, below the 
priginal value, by the means of lotteries, fliould only 
take place after interefl is brought fo low as to cut off 
any near profpe£f of reducing it flill farther. 

I fhall not pretend to guefs at the lowefl point to 
which the rate of interefi may be brought, by the ex- 
pedients of increafing money at will, by the means 
of banks upon mortgage, I have in the feventh 
chapter of the firft part of this book, thrown out a 
hint of a land-bank, which opens a very wide field 
of fpeculation ; but in this place , *it would be un- 
neceffary to enlarge upon that fubjedt. 

I.et me fuppofe the rate of intereft brought lower 
in Britain than any where elfe, it will neverthelefs 
be fubjedl to periodical rifings, on many occafions. 

U|)on every fuch emergency, capitals will fink in 
the market belpw par. 
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It is then only that a Pate can have recoarfe to this 
laft expedient of opening lotteries, and taking in fub- 
fcriptions at the market price of the funds fubfcribed 
into them. And although the annuities to be paid 
upon the lottery fund be regulated by the rate of 
intereft at the time , and confequently confiderably 
above the ftandard of the other debts; yet the fame 
methods of reducing it afterwards will conftantly 
produce their effefls, and thereby diminifli the capital 
by degrees. 

In like manner, in time of war, when the public 
funds fall greatly in their price, government may 
open netv fubfcriptions, and receive payment for 
tliem in their own paper at the market price, al- 
lowing a fmall premium in the rate of intereft. If 
the creditor? willingly fubfcribe upon thefe condi- 
tions, no violation of public faith can be alledged. 
By this operation, the capitals will be diminiflied, 
and the advanced rate of intereft paid during the 
war, will return upon the peace to where it was: 
then the new fubfcriptions may be paid off, or fub- 
fcribed for again at a lower rate than before. 

Suppofe it t}ien refolved , that in time of war, the 
nation’s creditors fhould be allowed at certain times, 
to fubfcribe their capitals in books opened at the bank 
for that purpofe , one quarter per cent, above the 
felling price. Would not this have the good efle£l 
of fupporting the price of ftocks on one hand, and 
of reducing the capital of the national debt upon the 
other ? Example. 

Let me fuppofe that in time of war, the 3 percents. 
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fell at 7 4 3/4, »might not government receive them at 
7.5, and conllitute the new lubfcription at 4 per cent. ? 
What intercft could anyone have not to fubfcribe, 
who at fuch a time intends to (ell his flock ? His 
3 per cent, fold to government at 75, and turned into 
a 4 per cent, would afterwards, when fold in the 
market, produce 1 ^4 per cent, more than it it had not 
bccnfubfcrilied into tite new fund. 

.Perhaps in Change alley, where calculation is 
carried to the utmoll pitch of refinement, even this 
eventual advantage to government miglit fink the 
value of the new 4 per cents. Let this be allowed- 
Tile anfwer is, tliat when people compute with fuch 
nicety , and comprehend in their calculations every 
circumflance the moft minute, it is, 1 think, the 
intcrefl of a flate (whofe views fliould extend far 
beyond the period of human life) to grant a pre- 
mium upon fuch fubferiptions more than fuflicient 
to indemnify the fubferibers, according to the moft 
rigid calculation concerning their prefent advantage. 

The fmalleft profit to be difeoveredby the niceft 
pen will engage the monied man to fubferibe ; con- 
fequently, the capitals of debts may be diminiflied , 
at a lofs to the public almoft imperceptible. And 
for this imperceptible lofs in the mean time , the 
greatefl national advantage may be obtained at a 
diflant period. 

It is now full time to clofe this book, which has 
fwelled far beyond its due proportion. The fubjecH; 
of credit and debts is fo comre£ted with many quef- 
tions relating to taxes, and to the application of theiy 
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amount, that the connexion of the fubje£l would 
have luilered little in blending them together.^ But 
as 1 find it is a great relief to the memory to interpofe, 
now and then, a paufe ; and as taxes were intended 
to be treated of by themfelves, according to the plan 
I at hrft propofed, 1 fhall make no alteration in it. 

At the end of the firft and fecond books, I fub- 
joined a chapter of recapitulation; in the third 
book, this was fupplied by a very full table of con- 
tents ; here, becaufe of the intimate connexion of the 
fubjetl of this and the following book, I fliall refer 
the reader to the end of the volume, for a full re- 
papitulation of both. 
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BOOK V. 

OF TAXES, AND OF THE PROPER 
APPLICATION OF THEIR AMOUNT. 



INTROD UCTION. 

TP H E (ubje£l of taxes is fo dofely connefled with 
every branch of political economy, that I have not 
been able to avoid anticipating a fubjecS, which, 
according to my plan, is lelt for the conclufion of this 
work. 

What has been hitherto introduced concerning 
taxation, in treating of induftry , trade, money, 
credit , and debts , relates principally to the efFeds 
of taxes upon circulation, prices, and feveral other 
things relatively to thofe fubjeds. 

What therefore remains, not as yet touched upon, 
chiefly concerns the principles which determine the 
nature of every tax, relatively to the interefl it is in- 
tended to afle6t > 
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INTRODUCTION. 

To inveftigate the different confequences of taxes 
when impofed upon pofleffions , and when upon 
confumption , arequeftions which relate dire£lly to 
the principles of taxation. But in this book Ifhallalfo 
have occafion to trace out, farther than as yet I have 
done, certain combinations concerning the efftdls 
which taxes have in multiplying the fund of circula- 
tion : and as the augmentation of taxes tends greatly 
to increafe money , I am thence led to examine , 
how far the advantage gained by the fuppreflion of 
taxes may not be more than compenfated to a nation, 
by the inconveniences proceeding from fo great a 
diminution of circulation. 

Taxes have all along been fuppofed to enhance the 
price of living ; we lhall therefore have an oppor- 
tunity of inveftigating the proper extent to be allowed 
to that general propofuion. 
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CHAP. I. 

Oj the dijfcrent Kinds of Taxes. 

nr AXES have been eftahlinieJ in all acres of the 

O 

>vorld, under difTerent names of tribute, tithe, 
tally, impoff, duty, qnbel, cuflom, fubfidy, excile; 
and many others nccdlefs to recapitulate, and foreign 
to myfubjeclto examine. 

Tiioiigh in every fpecies of this voluminous ca- 
tegory, there are certain charaOlerillic difTerences ; 
yet one principles prevails in all , upon whiclt the 
definition may be founded. 

I underfland therefore loy tax, in its mofl general 
acceptation, a certain contribution of fruit s ^ Jervice , 
or monry, inipofcd upon the individuals of a fate., by 
the adl or con fen t of the lefifaturc , in order to defray 
the expen fes of government. 

This dilinition may, I think, inch’.de, in general, 
all kinds of burdens which can pofhhly beimpofed. 
By fruits are un<lerflood either thofe of the earth , 
of animals, or of man himfelf. By I'ervice, wliatevcr 
man can citlitr by labor or ingenuity produce, while 
lie himfelf remains free. And under money is com- 
prehended the equivalent given for what may be ex- 
aiTtcd in the other two ways. 

I have no occafion to confider the nature offuch 
taxes as are not in ufe in onr days. Tributes of Haves 
from conquered nations are as little known in out 
times, as contributions of fubfiflence from the fub- 
jefls of the Bate. 

i 
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I divide, therefore, modern taxes into three cbfTes. 

1. Thofe upon alienation, which I call proportional : 

2 . Thofe upon polfeffions, which 1 call cumulative 
or arbitrary ; and 3. Thofe exacted infervice, which 
I call perfonal. Thefe terms muft now be fully ex- 
plained , that I may ufe them hereafter without 
being mifunderftood. 

A proportional tax prefents a ftmple notion. 

It is paid by the buyer, who intends to confume, 
at the time ofthe confnmption , while the balance 
of wealth is turning again ft him; and is confolidated 
with the price ofthe commodity. 

Examples of this tax are all excifes, cuftoms , ftamp- 
duties, poftage, coinage, and the like. 

By this definition, two requifites are neceflary for 
fixing the tax upon any one : firft , he muft be a 
buyer; fecondly, he muft be a confumer. Letthis 
be retained. 

A cumulative or arbitrary tax, prefents various 
ideas at firft fight, and cannot well be defined until 
the nature of it has been illuftrated by examples. 

It may be known, i/wo. By the intention of it ; 
which is to afIe<Sl the poffeifor in fiich a manner as to 
make it difficult for him to augment his income, in 
proportion to the tax he pays. 

2 r/o, By the object, when inftead of being laid 
upon any determinate piece of labor or confumption, 
it is made toaffe£l paft and not prefent gains. 

3n'o, By thecircumftauces under whichit is levied, 
which imply no tranfition of property from hand to 
hand , nor any change in the balance of wealth 
between individuals. 
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Examples of cumulative taxes are land-taxes, poll- 
taxes, window-taxes, duties upon coaches andfer- 
vants, that upon indiijlrie, in France , and many 
others. 

A perfonal tax is known by its afl'eding the perfon, 
not the purfe of thofe who are laid under it. Ex- 
amples of it are the corvee, in P'rance ; the fix days 
labor on the high roads, and militia fervice before 
pay was allowed, in England 

Having thus explained what I mean by propor- 
tional , cumulative, and perfonJl taxes, it is proper 
to obferve, that however diflerenttliey may prove in 
their eiTefls and confequences, they all agree in this, 
that they ought to impair tite fruits and not the fund j 
the expenfes of the perfon taxed, not the favings j 
the fervices, not die perfons of thofe wlio do them. 

This holds true in every denomination of taxes. 
In former days, when annual tributes of Haves were 
paid, and even at prefent among the Turks, where 
it is cuflomary to recruit the feraglios of great men 
by fuch contributions, I confider the young women 
who are fent, as part of the fruits of the people who 
fend them. This is a fundamental principle in taxa- 
tion; and therefore public contributions, which 
necelfarily imply a diminution of any capital, cannot 
properly be ranged under the head of taxes. Thus 

* The corvee in France is the perfonal fervice of all the 
laboring c'affes, for carrying on public works. Were they 
paid for in money, it is computed thev would amount to no 
more than i, 200, 000 livres a year. This tax was omitted in 
the account of t^ French revenue. 

when 
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when the Dutch conti^buted , not many years ago^ 
the hundredth part of their property towards the 
fervice of the ftate, I cannot properly confider that 
in the liglit of a tax : it was indeed a moft public 
fpirited contribution, and did more honor to that 
people, from the fidelity with which it was made, 
than any thing of the kind ever boafted of by a 
modern fociety. 



CHAP. II. 

OJ proportional Taxes, ani their proper Objedl. 



Wi 



HATEVER exifls for the ufe of man, fo far 
as it is confidered as a fund for taxation, may be 
clafled under the following heads : 1. The produce 
or fruits of the earth; 2. the produce oftheinduflry 
of man; or 3 . his perfonal fervice. Farther, 

Fruits cannot be obtained without the neceflary 
labor of man and cattle. As this labor prefuppofes 
all the neceffary confumption of maintenance, &c. 
the produce of the land muft be underftood, with 
regard to taxes, to be that part of the fruits only 
which remains after deducing an equivalent for all 
neceflary expenfes in making the earth produce 
them. The net produce alone of the earth is to be 
confidered as a fund liable to taxation | and every 
contribution which bears not a juft proportion to 
tliat quantity, is wrong impofed , as lhall be fliown 
as we go along. 

Acain , as to tlie produce of work : this cannot be 
-Voi,. V. N 
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brought into exiftence witliout fome expenfe, viz. 
the maintenance of the workman ; that is to fay, his 
food, raiment, fire, lodging, and the expenfe he 
is at for tools , and every other neceffary. This we 
fliall, for the future, call his phylical-neceffary. The 
value of the work , over and above an equivalent for 
thefe articles, is the only fund to be taxed with 
regard to the workman. 

As to work itfelf, we have feen above (Book II. 
chap. a6.) in the general diftributiton of things which 
may be purchafed with money , how it was ranged 
under the clafs of things incorporeal. Fur that reafon, 
the work performed cannot come under taxation ; 
and therefore the perfon working, who by work 
acquires a balance in his favor , is brought to be af- 
fedled by proportional taxes upon the articles of his 
confumption ; and when it is found that thefe articles 
fuffer no alienation before they are confumed by him, 
and confequefttly efcape taxation, then he may either 
be laid under the cumulative taxes , which will af- 
fe£l his wealth, or under the perfonal, which are 
paid in work itfelf , and in that refpe£l may be confi- 
dered as the fruit of the man. 

Nothing would be fo eafy as a general rule for im- 
pofing proportional taxes, did the laborers of the 
ground actually confume a part of the fruits of the 
earth, and the other induftrious claffes a part of their 
own work, in lieu of this phyfical-neceflary. In that * 
cafe, nothing but what remained of fruits and work, 
not already confumed by the immediate producers, 
would come to market for the ufe of thofe who do 
not work} but who have an equivalent to give foe 
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it, out of the produce of part induftry. Where that, 
I fay, the cafe , then at the time of alienation (or , 
as we exprefled it in the 26th cliapter of the fecond 
book , at the time when tlie balance of wealth is 
going to turn in favor of the induflrious , againft the 
idle confumer ) a tax proportional to the value of the 
alienation might , with the greateft propriety , be 
impofed , as we flrall prefently difcover. 

This, I hope, will recal to mind the principles 
deduced in the chapter above cited, where we made 
it appear, how the induflrious clafles, who furniOi 
confumable commodities for the price of their over- 
plus , muft conftantly have the balance of wealth 
turning in their favor : ‘"and when once they arrive at 
a certain degree ofeafe, proportional to their am- 
bition, then they give over working , and become 
incorporated into the clafsof thofe who have enriched 
them. 

Thus matters go on in a perpetual circle. The 
induflrious become eafy, and the public lays the con- 
fumers under a perpetual contribution in proportion 
to their expenfe. ^ ‘ 

The hypothefis we have made, is not entirely 
agreeable to matter of fadl.j becaufe the operation of 
taxes is far more complex than we have defcribed it 
to be ; but by fimplifying it, as 1 have done, it 
ferves to give an idea of the refult, or general con- 
fequenceof proportional taxes, which, when pro- 
perly impofed, do affed the idle only, but never 
the induflrious. 

Were , I fay , the operation of taxation as Ample 
as we have reprefented it , nothing would be more 

N a 



« 



Digitized'by Google 




PRINCIPLES OF 



Book V. 



180 

eafy than to deduce its principles. Nothing would 
come to be refunded to the laborer or workman , at 
the fale of his furplus. This (urplus would be equal 
to the whole produceof the earth, and whole induftry 
of the country, deducting the phyfical-necefTary of 
all the induArious ; and this phyfical-necellary need 
not then be deducted ; becaufe it is fuppofed to be 
confumed in the veryproduftion of the furplus, as 
the aqueous part of fea water is confumed before you 
can have the fait. 

This illuArates what has been faid, viz. that the 
lEruits of the earth are only t® be reckoned to exlA, 
after deducing the neceffary expenfe of providing 
them. For though in fadl a farmer pofleffes all his 
crop after harveA, yet part of it, os to him, is virtually 
confumed out of his own Aock, or that of others who 
have furnilhed him food and necefiaries all the time 
it was coming forward: confequently , that part 
neither belongs to the ground, or to the farmer, 

If It be urged Aill, that the whole muA be fup- 
pofed to exiA with regard to the Aate , 1 agree to the 
propofition ; but according to our argument, it muA 
not be fuppofed to exiA in favor of the Aate, to the 
prejudice of the farmer; for this reafon, that the 
total of the farmer’s expenfe muA be uuderAeod to 
have been taken from the furplus of other people’s 
induAry , and therefore if the crop be fuppofed to - 
«xiA with refpe£f to the Aate, becaufe it is in the 
farmer’s yard , the furplus of induAry which he has 
confumed muA not be fuppofed to exiA in favor of 
the Aate, at the farhe time. But as the farmer is fup- 
pofed to have paid the tax upon what he has bor- 
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rowed and confumed, he muft draw it bad from 
thofe who, in their turn , are to confumehis crop: 
and if he draws it back, he cannot be faid to pay it, 
although the ftate profits of it as much as if he did. 

Does it not appear from this analyfis, thataftate 
can only take gratuitoufly and proportionally out of 
the furplusof fruits and induftry? "Now what is here 
called furplus, relatively to the induftrious, is the 
neceffary fund of confumption for all the rich and 
idle; confequently,'' were the ftate to diminilh any 
part of the quamiiy, the idle and the rich would be 
deprived of a fufficiency : but in regard that thofe 
who do not work give money , which is the price of 
all things, in exchange for what they confume, there 
the ftate fteps in , and fays , we afk nothing of thofe 
who have nothing but their phyftcal - neceffary , 
this they have been allowed to take ; we take none 
of their furplus from them, this we allow them to fell 
to you: but as for you, who do not work, and have 
in your coffers wherewithal to purchafe the labors of 
your induftrious brethren, this labor you (hall not 
profit of, unlefs you give the ftate a certain value out 
of your wealth, in proportion to the work and fruit 
you are going to confume , although you have con« 
tributed nothing towards the production of it. 

Hence it appears evident, that without money 
there could be no tax irapofed : for, were the ftate to . 
take their proportion of the real furplus, and difpofe 
of it out of the country, a part of the inhabitants 
would be ftarved. But by any equivalent’s being 
found, quite different from the furplus itfelf, of no 
life for fubfiftence, the wliole produce of induftry 

IN 3 
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is left for the ufe ofthofe wlio have it ; the fiate takes 
what part of tlie equivalent they pleafe h orn the 
idle; and no body ftarves, but fucli as have not 
money, nor induflry, nor the talent of exciting the 
companion of the charitable. 

By this fimple reprefentalion of a moft complicated 
operation, I have been able to deduce the capital 
principle of proportional taxation. If the reafoning 
be found folid, it may be retained; becaufe we 
fhall have occafion to recur to it, at almofi every 
new combination. 



CHAP. HI. 

How proportional Taxes are drawn bach by the induJlrU 
oils, <ind how that drawing back is the onlyreafon 
why Tuxes raije thePrices of Commodities. 

What perplexes our notions in the theory of 
proportional taxation, is, that the induftrious man, 
inAead of bringing his furplus to market, is obliged 
to bring the whole of his work. 

Let me, therefore, fuppofe him to be creditor 
upon one part of his work, and proprietor of the 
other. This will divide it , as it were , into two 
parts, which I fliall call (A) and (B). 

(A) reprefents that part upon which he is creditor, 
and anfvvers to all the expenfe he has already been 
at; that is, to his phyfical-necefTary , as we have 
called it This we have faid ought to be conAdered 
as virtually confumed by the workman, and if a tax 
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be ratfed upon it, it muft not affe£l him ; that is, he 
mnft draw it totally back from the perfon to whom 
he difpofes of it. (B) on the- other hand , reprefents 
that part of which he is proprietor, to wit, his 
profit ; and therefore may either be taxed or not, 
as the ftate fliall think fit. 

If it be taxed in the hands of the induftrious man, 
without fuffering an alienation, the tax will be of a 
cumulative nature. If it be left free to him, and 
taxed to the perfon who buys it, it will be of the 
proportional kind, as we lhall fee afterwards. Again, 

In the firfl cafe, it will check the growing wealth 
of the induftrious man ; in the fecond, it will accele- 
rate the diftipation of the buyer. 

Taxes, therefore, of the firft kind, are proper to 
be impofed in countries where the ftate is jealous of 
growing wealth, as we have obferved' in the a5th 
chapter of the fecond book. If the tax, again, be 
laid upon the buyer, then the balance turns in favor 
of the induftrious man , in proportion to the full 
amount of (B), and produces no other effeil than to 
accelerate the diftipation of the buyer. 

Let us now take in a new combination. 

If, when the work is brought to market and fold, 
the price fhall not exceed the value of the induftrious 
man’s (A), then he is of the clafs ofthofe we call 
phy/ical-necejfurians, who accumulate no profits. If 
the price of it be lefs than (A), he becomes a load 
upon the ftate, a bankrupt to thofe who have fed him 
upon credit, and will die for want, unlefs hebefup- 



ported by charity. 

So far with regard to the feller : next as to thebuyer. 



N 4 




Digitized by Google 



if4 ' PRINCIPLES OF Book V. 

The hnyer appears at market with his money. 
When he comes there he mnflgive, firft, an equi- 
valent for the prime coft of the merchandize: that is, 
he mufl refund every expenfe neceflarily incurred 
in producing it ; or he muft refund the value of (A). 
Next, the indufirions man has a claim upon him for 
his profits, viz. his (B). Then comes the Bate, who 
claims a part of his wealth, in regird that he is going 
to purchafewhaihisown induflry has hot produced. 
This is the tax; I fliall call it (C). This tax will be 
found of the proportional kind. It will not affect the 
growing wealth of the feller, but it will accelerate the 
dilFipation of the buyer; and will pull down the 
fcale againft him , in favor of the indufirions. This 
is a proper tax , in countries where the ftate ob- 
ferves the maxim of fliaring the wealth of thofs 
Hvho diilip-ite. 

Let us now take in another combination. Let 
us fuppofe this buyer to be an indufirious perfon, 
and the thing bought to be a neceffary material for 
themanuta£lure in which he is employed- Is it not 
plain, that when the fecond indufirious tUan comes 
to market to fell his work, which 1 alfo fuppofe com- 
pofed of his (A) and his ( B ), that his (A) is a ftill 
more compounded body? It firft includes his own 
phyhcal-neceflary, as above: a. the (A) and (B) of 
the man from whom he bought the materials: and 
3. the (C) which he paid to the fiate for the liberty 
of acquiring what he himfelf had not produced. 

Whoever therefore buys from the fecond 
indufirious man , muft , in like manner, refund to 
him his full; (A); he muft alfo pay him his (B); 
and then he will find the fiate claiming their (C), 
as in the former operation. 
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. This being done , let us examine the intereftsofall 
’ parties. Tlie firft induflrious man has no reafon to. 
• complain of the tax ; becaufe he was paid his neceC- 
fary expenfe (A), and alfo his (B) for his profit ; and 
the ftate realized the tax at the expenfe of the fecond 
induflrious man, who paid it. Now we faid that the 
dilFipation of his wealth was accelerated in proportion 
to the value ofjwhat he paid for (C),but ashe is none of 
the idle, and as the thing bought was a material necef- 
fary for his manufadture , the fecond buyer finds 
himfeU obliged to refund the whole amount of the 
firft (A) , (B), (C); becaufe the fum of them make 
a^part of the fecond man’s (A). Now, it is the 
refunding of this (C) to the induflrious man which 
is the only circumftance , from which proceeds 
the rife in the price of commodities , in confe- 
quence of proportional taxes. Moreover, the 
fecond buyer muft pay the fecond induflrious man’s 

(B) , in favor of the balance which is going to turn 
againflhim; and lafl of all , he mufl pay the fecond 

(C) , which is the fhare the flaterequiresof him,in 
order to accelerate his diflipation. 

Now let us obferve , that if the commodity bought 
by the fecond induflrious man, benot neceflary for 
the exiflence of his manufacture, it cannot enter 
into his (A) , and therefore muh be diminiflied upon 
his(B); and if his (B) cannot pay it, then he will owe 
it to Come body, and for the future muft either abftain 
from fuch expenfes , or leave oft working , in favo^ 
pf thofe who can live without them. 

Let me illuflrate all this by an example. 

A tanner fells his leather to a llioemaker ; the 
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flioemalcer in paying the tanner for his leather , pays 
the tanner's fubfiftence and profit, and the tax upon 
leather. 

The man who buys the fiioes for his own confump- 
tion , refunds all this to the flioemaker, together 
with his fuhfiflence, profit, and the tax upon flioes; 
confequently , the price of flioes are railed, only by 
refunding the taxes paid by the induflrions. 

^But if the flioemaker ’s fubfifience fhall happen to 
include either tavern'expenfes, or hisconfumption ' 
on idle days , he will not draw thefe back ; becaufe 
other fhoemakers who do not frequent the avern , 
and who are not idle, will underfell him: he muft 
therefore take his extraordinary expenfe out of his 
profits; and if his profit be not fufficient, he muft 
run in debt to the tavern-keeper. 

The extravagance and idlenefs , therefore , of 
particular workmen does not check induftry, nor 
raife prices ; for thefe will always be in proportion 
to demand , and there is no reafon why demand 
fl^ould either rife or fall , bccaufe a particular work- 
man is extravagant , or confumes a commodity not 
neceffary for his manufa£fure or fubfifience. 

From this example there arifes a new combination : 
that in proportion as the induftrious do not confume 
of the produce of their own induftry , but come to 
market with the whole , and then purchafe the work 
of others, they are confidered , as to taxes, in the 
light of idle confumers, who do not work , but 
purchafe with money the fruits of the induftry of 
others. By this operation , the taxable fund is aug- 
mented beyond the extent of the general furplus 
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called (B). The reafon is plain. Whatever is brought 
to market is fuppofed to be furplus , as it may there 
be bought by the idle,' as well as the induftrious. 
The only difference is, that the firfl do not draw 
back the tax, and that the fecond do , as we have 
already fliown. ^ 

From this reafoning we may conclude, that the 
way to carry proportional taxes to their utmoft ex- 
tent, is to draw all cbmmodities to market, to engage 
every one to carry thither the whole produce of hia 
induftry , and buy whatever he ftands in need of. 

But which way will you engage either a farmer to 
fell his crop , and buy fubflflence from another ; or 
a Ihoemaker to fell his own , and buy his neigh- 
bour’s Oioes ? The thing is impraflicable ; and were 
it attempted, it would prove an arbitrary proceeding, 
and a cumulative tax laid upon their induftry : a tax 
which, by the nature of it, they cannot draw back, 
as we Ihallprefently fee , and from this circumftance 
alone proceeds the whole oppreflion of it. 

Let me next analize the price paid by the laft buyer, 
whom we have called the rich and idleconfumer of 
the manufa£lnre, who can draw nothing back 
from any body. t 

Is it not compofed of the whole value of the fub- 
fiftence , of the work, of the profits, of the tax? 
The whole reimburfement of all former payments 
and repayments lands upon him. Thofe who have 
been at all the expenfe , appear in the light of his 
fervants and agents, who have only advanced money 
upon his account. 

How abfurd, therefore, is it either to fay, that 
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all taxes fall ultimately upon land ; or as others , 
or no better reafon, pretend, that they fall upon 
rade. I (ay, that this category of taxes which I 
have now been defcribing , and wliich I (hall ftiU 
more fully explain in a fubfequent chapter, never 
can either fall upon , or alfe£l any perfon but the 
idle ; that is to fay, the not induftrious confumer. 
If there be found a pofTibility for any confumer 
to draw back the tax he has paid, I fay he is of 
the clafs of the induftrious, in one way or other: 
and I farther fay, that fuch a tax raifes the price of 
the commodity. But by drawing back, I under- 
ftand , that the repayment is an infeparable confe- 
quence of his having paid the tax. I do not, for 
example, fay that a place-man draws back his taxes 
by the emoluments of his office: but I fay a brewer 
draws back his excife by jhe fale of his beer. 

Let this principle alfo be retained, that with 
refpe£l to the conlumption of fuperfluities by the 
manufa£luring clafles, they muft be confidered 
as being of the clafs of the rich and idle, as much 
as thefirft Duke in England. When therefore the 
extravagance of the manufafluring claffes becomes 
general, and when the rate of the market can afford 
them great wages , relatively to the price of necef- 
faries, luch profits confolidate into the price of the 
manufaiture, according to the principles laid down 
in the toth chapter of the fecond book. The ftatef- 
man then muft endeavour to create a competition, 
by introducing frefh and untainted hands into fuch. 
branches. This will be a fure check upon the 
induftrious, and, if rightly applied, will prevent 
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all frauds, all pretences for the rife of the price of la- 
bor on account of taxes: and , if carried to the full 
extent, will prevent any induftrious perfon from 
enjoying either a day’s idlenefs , or the fmalleft fu- 
perfluity ; except in confequenceofhis peculiar dex- 
terity y or cxtrinfic advantages. 

CHAP. IV. 

Of cumulative Taxes. 

I SHALL not here repeat what I have already 
faid concerning the chara£leriftics of this kind of 
impofition; but after citing fome examples, lihall 
examine it more clofely, as to its nature and con- 
fequences. 

The moft familiar examples of it to an Englilli" 
man, are tithes, land-tax, window-tax, and poors- 
fates. 

The moft familiar examples to a Frenchman, are 
the, Tailky FouragCy and Uflencil, ( which, go cbm- 
monly together) alfo the Capitation, the Dixieme, 
the Vingtieme, and the Indujlrie*. 

* The TailU is properly a land-tax, to which men caflsd 
tioble art not fubjefted. The reafon of which is, that it was 
originally impofed in lieu of fuch perfonal military fervices as 
were peculiar to the lower clalTes. 

The Fourage and UJienciL are laid upon a’l thofc who pay 
the taille, and are in proportion to it. The firftis appropriated 
for the fubfillence of the cavalry, when they are in quarters; 
the lad for kettles and fmall utenfils for the infantry. 

The Captation is the poll-tax.The Dixitmts and Vingtiimes 
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The nature of all tl)efe taxes, is to afTe^l tlie pof- 
fefTions , income and profits of every individual, 
without putting it in- their power to draw them 
back in any way whatever; confecjnently , fuch 
taxes tend very little towards enhancing the price 
of commodities. 

Thofe who come under fuch taxes, do not always 
confiderthat their pafi indnflry, gains, or advantages 
of fortune , are here intended to lufter a diminu- 
tion, in favor of the date; for wliich out-going 
they have, perhaps, made no provihon. 

When people of the lower dalles , inflead of 
being fubjeded to proportional taxes, are laid under 
fuch impofitions, there refults a great inconvenience. 
They are allowed to receive the whole profit of their 
induftry, which in the former chapter we called their 
(B), the ftate however referving to itfelf a claim for a 
part of it: this, inflead of being paid gradually, as 
in a proportional tax, is colleded at the end of 
the year, when they have made no provifion for 
it , and confequently, they are put to diftrefs. 

Befides, how hard is it to deprive them of the 
power of drawing back what they pay ? And how 
ill judged to trufl money with thofe who are fuppo- 
fed only to gain ari eafy phyfical - neceffary ? An 
equivalent for procuring the articles of eafe and 
luxury, fhould not be left in the hands of thofe 
who are not permitted to enjoy them. 

have been already explained , and tithes are well known to 
every one. 

The Indujlrie is that impofition arbitrarily laid on by the 
Intendants of Provinces, upon all clalTes of induflrious people, 
in proportion to their fuppofed profits in every branch of 
buGnefit. 
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From this we may conclude, 1. T?iat the more 
fuch taxes are proportional to the fubje£l taxed, 

3. the more evident that proportion appears; and 
3 . tlie more frequently and regularly they are levied, 
the more they will rcfemble proportional taxes, and 
the lefs burden \viil be found in paying them. Let 
me illuflrate this by fome examples. 

The ftoppage upon a foldier’s pay , either forth© 
invalids, or Chelfea, is a cumulatwetaxj butthe 
method of levying it gives it all the advantages of 
one of the proportional kind. ly?, It bears an exa£l 
and determinate proportion to the value of his pay. 

“xdly^ This proportion he knows perfe£lly. And 
3 // 0 , Inftead of receiving the whole into his own pof- 
felhon , and paying the hofpital at the end of the 
year, it is regularly and gradually retained from him 
at every payment. 

Tithes are a cumulative tax ; but they are accom- 
panied with all the three requifites to make them 
light, although in other refpe£ls they are exceffively 
burdenfome. ly?, They bear an exad proportion 
to the crop, stf/y, This proportion is perfectly known. 

3 t//y, Nature, and not the laborer, makes the pro- 
vifion. But they fall npon an improper obje£l : 
they affeft the whole produce of the land, and not 
the furplus ; which lafl is the only fund that ought 
to be taxed. 

The land-tax in Scotland bears, jy?, a very 
determinate proportion to the valuation of the land j 
and has, s<//y, the advantage of being well known 
to every contributor; fo that proviGon mayeafily 
be made tor it. But the third Tequiiite is wanung; • 
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the proprietor having the public money in his 
hands, often applies it to private purpofeS; and 
when the demand is made npon him, he is put to 
diflrefs. 

The taUIe, in many provinces of France, bears, 
hrfl, a very exacJl proportion to the value of the 
land ♦. 

But in tlie fecond place, the proportion is entirely 
unknown to the man who pays itj being nowhere 
to be feen but in the offices of the intendant and his 
deputies. 

And in the laft place, the whole payment comes 
at once. 

What hides, and confequently deftroys this pro- 
portion, is, that after the diftribution is laid on, as 
in Scotland , at fo many ffiillings in the pound of 
valuation, the full funi intended to be raifed does 
not come in; either becaufe the intendant has siven 
exemptions to certain parillicf,* on account of the 
accidents offterility, hail, mgrtality among the^cattle,» 
and the like ; or becaufe the property of a part of 
thepariffihas fallen into the hands of people exemp- 
ted from the taille ; or that others, who were really 
bound to pay part of it, are become infolvent The 
intendant muft then make a fecond, and perhaps a 
third general diftribution of the deficiency upon all 
the contributors , in the moft exacS proportion to 
the ftrft , but yet by their nature impoffible to' be 

»• 

* This fort of taillt is called ; becaufe it is impofed 

according to a valuation oF the laiid. It is a late Improvement ; 
blit (lilt is expofed to liutnbeilefs inconveniences, tvhich are 
mmtioned in the text. 

forefeen 
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forefeen. It is for thefe reart)n8 chiefly that the taillc. 
in that kingdom is fo grievous. 

Thefe fecond diftributions of the tax, iy?j deftroy 
tlie proportion between the tax and the revenue' 
taxed, idly , They make it impoflible to judge of 
the amount of them. And lafUy, the demand comes 
at once, when^ perhaps, themoney has been other- 
wife applied. 

The French tax upon induftry is more grievous 
flill ; becaufe none of the three requifites above- 
mentioned are allowed to operate. 

This tax is fuppofed to be proportional to the 
profits made upon trade, and other branches of in- 
duftry, not having the land for their object 'All 
merchants and tradefmen , in cities , and in the 
country, pay the tax called andthereafon 

given for eftablifhing this tax, as I have faid in another 
place , is in order to make every individual in the 
ftate contribute to the expenfe of it, in proportion 
to the advantages he reaps. Nothing w’ould be 
more juft, could it be put in execution, without 
doing more hurt to the ftate j than the revenue 
drawn from it carl do good. 

O 

I fhall now fliow how, in this tax, all the three re-» 
quifites We have mentioned are wanting. 

lOTo, By its nature, it can bear no exa£l propor- 
tion to the profits of the induftrious man ; fince 
nobody but the perfon taxed can fo much aa 
guefs at their extent 

3t/o, It cannot poflibly be provided for , as no 
check can be put upon tha impofer, unlefs fo far 
as general rules are laid down for each clafs of tho 

VoL. V. . O 
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induftrious; and from thefe again other inconve- 
niences flow, as fhall be obferved, 

3//o, It comes at once upon poor people, who 
have been frequently forced to beg for want of 
employment before the tax-gatherer could make 
his demand; and thofe who remain, frequently 
become beggars before they can comply with it 

I fay, that from the general rules laid down for 
regulating this tax , as to every clafs , a workman 
who has a large family to maintain, is no lefs taxed 
than one who has no charge but himfelf : and it 
will be allowed, I believe, that the profits of one 
induflrious perfon of the lower clafles , is in no 
country fufficient to pay any confiderable tax, 
and maintain a large family, much lefs a fickly 
one. 1 therefore imagine , that cumulative taxes 
never fhould be raifed upon fuch clafl'es of inha- 
bitants as have no income but their perfonal in- 
duftry, which is fo frequently precarious. 

Merchants alfo ought not to be fubje^led to 
any tax upon their induftry. They ought to be 
allowed to accumulate riches as fail as they can : 
becaufe they employ them for the advancement 
of induftry ; and every deduction from their profits 
is a diminution upon that fo ufeful fund. 

When cumulative taxes are laid upon any of 
the mduftrious clafles, they tend to check grow- 
ing wealth; and are moft familiarly impofed in 
monarchical ftates, where riches are apt to excite 
jealoufy, as has been obferved. 

But as to the clafs of land proprietors, that is 
to fay , the more wealthy inhabitants , who live ' 
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upon a revenue already made, the impropriety of 
cumulative taxes is much lefs. They are however *• ' 
burdenfome , and difagreeable in all cafes , and 
ought to be difpenfed with, when the necefTary 
fupplies ca« be made out by proportional taxes, 
without raifing the prices of labor too high for 
the profperity of foreign trade. 

From the examples 1 have given of this branch 
of taxation, I hope the nature of it may be fully 
underftood , and that for the future no inconve- 
nience will arife from my employing the term of 
'cumulative tax. I fhall now fubjotn its definition. 

A cumulative tax , is the accumulation oj that 
return which every individual, who enjoys any Juper^ 
Jiuity , owes daily to the Jlate, for the advantages he 
receives by living in the fociety. As this definition 
would not have been underftood at fetting out, 1 
thought it proper, firft , to explain the nature oi 
the thing to be defined. 



C H A P. V. 

Of the Inconveniences which proceed from proportional 
Taxes , and of the Methods of removing them. 

A PROPORTIONAL tax , as I have (aid, is that 
which is levied upon the idle confumer, at the time 
he buys the commodity ; and while, by confu- 
ming it, the balance of wealth is turning againfthim, 
in favor of the feller. This tax is confolidated as 
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it were with the price of the commodity, and muft 
of necefhty raifeit. 

I fay, it is levied at the time of buying, and 
afieds the buyer, in confequence of hisconfump- 
tion ; becaufe we have feen, that when the com- 
modity is not confamed by the purchafer, then upon 
a fubfequent alienation he is refunded all he paid. I 
confider him therefore, in that cafe, not 3iS payings 
but as advancing it for another ; and while any part 
of the commodity remains unconfumed , there Bill 
remains the equivalent of a proportional part of the 
tax in the hands of him who advanced it. 

1 fhall now proceed , as in the former chapter, 
by giving fome examples of fuch impofitions; and 
in examining them, endeavour to Ihow their nature * 
and confequences. 

The moft familiar to an Englidiman are, excifes , 
cu/loms, malt-tax , Jiamp-duties, an^ the like. 

To a Frenchman lhe(gaic//e, the traites, the aides^y 
tobacco, &c.* 

is a brandi of ihc general farms , and con- 
ftftsof an excifeopon fait. The manufacture of the commodity 
is in the hands of the farmers ; arid they, for a libeity to teil 
fait at a certain price , far above the extrenfe of the manu- 
fadlure, pay to the King an annual revenue ofaS mi'Iions 
of livres. 

This I call a proportional tax , relatively to confumers ; 
although in reality no tax-gatherers are employed for the col- 
ledlion cf it , confrary to what is the cafe of oil ex.ifes; 
xvhic hare nevtrfarmed by government to the manufaclurers 
of the commodity fixed. 

'lY.e traite! , or, as they are otherwife called, (he five 
great feims, were eftablilhed by Colbert, when he tcel; aw-y a 
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In all Linds of this impofition we find the tax 
regularly reimburfed from hand to hand ; it adheres 
fo clofely to the commodity, thatitbecomesaselTen- 
tially a partofthevalue , as carriage , packing, and 
the like incident charges, enter into the prices of 
goads. It nexer can alfe£l the induftfious perfon 
who does not confume ; and never can be avoided 
by him who does. Such taxes therefore neceflarily 
raife the price of the commodity taxed. 

Having already pointed out the principal advan- 
tages of proportional taxes , which is to throw the 
whole of the burden upon the rich, whom we have 
called the idle confumers, the better to diftinguiflt 
them from the opulent clafs of the induftrious ; I 
muft now enumerate the principal inconveniences 

multitude of cuftoms paid upon the tranfportation of goods from 
one province to another. They anfwer very much to our cuf- 
tomr, or to the duties of tunnage and poundage, and are let 
to the farmers general for the fum of 12 m llions. 

The tobacco is of the fame nature with the fait tax. The 
farmers general have the exclufive privilege of felling it at a 
price fixed by the King. 

For thj farm of the tobacco is paid I? millions. 

Thea/drr lefenible our excifes more than thofe we have 
mentioned. They confift in duties upon liquors, either 
brought into towns , or fold by retail in publio houfes; and 
upon all articles of food fold in corporations, except grain of 
every kind, which is free. They comprehend alfo a multitude 
of other duties fuperftuous to enumerate. They are co'ledted 
by tax-githerers at the gates ot every town, who aKo have, 
accefstoall public houfes, where retail is laid under additional 
rates. The aides are farmed at ,;8 600 000 livres. Thefa 
were the rates in the farms iet in 17??. They have been 
fince augmented in 1762, as has been obferved. 
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complained of, from thig mode of taxation*, and 
trace out the principles from which they may be 
afcertained and removed. 

The principal inconveniences alledged againft pro- 
portional taxes may be reduced to three : 

imo. That they have the effefl of ratfing the price 
of labor, and the produce of induftry , and thereby 
prove hurtful to the profperity of foreign trade. 

a</o. That they difcourage confumption, by car- 
rying the prices of many things too high for people of 
a middling rarik in life. 

3/io, That they are both expenfxve inthecolIe£Uon, ^ 
and oppreflive, from the many reflri^Uons put upon 
liberty , in order to prevent frauds. 

In analyzing every one of ihefe inconveniences, 
it will be proper to inquire , how far the conclu- 
fions againft thofe taxes are drawn from matter of 
fa<^; hovy far from plaufible appearance* only; 
and fo far as they are real, not imaginary, to dif- 
cover the methods of removing them. 

As the firft inconvenience lies in raifing the price 
of all kinds of labor, and confequently of manu- 
fadures, 1 muft diftinguifh between the confequence 
of raifing prices at home, and of raifing them upon 
articles of exportation ; and I muft confider the one 
and the other relatively to the collediye body of 
a ftate, and not to fome few individuals in it. 

High prices at home are no difcouragement to 
the induftrious, moft certainly , however difagree- 
able they may prove to confumers ; and while 
they ftand high, it is a proof that the demand of 
the confumers does not diminifh. 
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High prices upon goods to be exported, are to 
be judged of by the proportion they bear to 
thofe in other countries. 

Now the price of a manufaflurer’s wages is not 
regulated by the price of his fubfiftence , but by 
the price at which his manufa^lure fells in the 
market. Could a weaver , for example, live upon 
the air , he would ftill fell his day’s work accor- 
ding to the value of the manufacture produced by 
it, when brought to market As long as he can 
prevent the effeCts of the competition of his neigh- 
bours, he will carry the price of his work as high 
s as is confident with the profits of the merchant, 
/ who ^uys it from him in order to bring it to 
market ; and this he will continue to do, until the 
rate of the market is brought down. 

It is therefore the rate of the market for labor 
and manufaClures, and not the price of fubfiftence, 
which determines the flandard of wages. Were 
proportional raxes to raife the price of fubfiftence, 
and by that circumftance to difcourage manufac- 
tures , we ihould fee the generality of workmen 
living with fobriety, depriving themfelves of fuper- 
fluity, confining themfelves to the plain but fuf- 
ficient phyfical-necelTary, working with all theaffi- 
duity that a man'canXupport , and ftill not able to 
fupply the market at the ordinary rates. 

When in any country the work of manufac- 
rers, who live luxurioufly, and who can afford to be 
idle fome days of the week , and live upon their 
wages, finds a ready market, this circumftance 
alone proves beyond all difpute , that fubfiftence 
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in that country is not too dear, at leaft in pro- 
portion to the market prices at home ; and if 
taxes on confumptionhave, infant, raifed the price 
ot neceffaries , beyond the former Aandard , this 
rife cannot, in fad, difcourage induflry ; it may 
difcourage idleneU ; and idlenefs will not be totally 
rooted out, until people be forced, in one way 
or other , to give up both fuperfiuity and days of 
recreation. 

People are very apt to draw conclufions from 
what they think ought to be, according to the par- 
ticular combinations tliey form to themfelves; and 
for this reafon it is generally thought, becaufe 
taxes are higher in England than in fome other 
countries, that foreign trade fhoiild therefore be 
hurt by them. But the floth and idlenefs of man , 
and the want of ambition in the lower claffes to 
improve their circumftances, tends more, Ifufped,to 
•circumfcribe the produdions of induflry , and thus 
toraife their price, than any tax upon fubfiftence 
which has been hitherto impofed in that kingdom. 
' The whole of this dodrine is proved by expe- 
rience , and is confirmed by our natural feelings. 
Many have been amazed to fee how well the 
manufaduring dalles live in years of fcarcity, 
'which frequentlv have the .effed of doubling the 
price of the moft neceffary articles of fubfiftence. 
- Are they not found, m bad years, more affiduous 
in tlieir labor? Do they then frequent ale-houfes, 
as in the , years of plenty ? Are they found idle 
one half of the week? Why fhould a tax laid on 
by the hand of nature prove fuch a fpur to in- 
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duftry; and another, fimilar to it in its efFe6l, 
laid on by' the hand of man , produce fuch hurtful 
confequences ? Were a traft of bad years, I dare 
not fay an increafe of taxes, to continue long 
^ enough to bring manufadurers to a habit of fobriety, 

and application, a return of plenty, and low prices, 
would throw into their coffers, what many of them 
diflipate in riot and prodigality. 

Even this concluflon will^e too general , if every 
combination be taken in, Manufadurers there are, 
who work hard, and live fobetly fix days of the week, 
and who at the end find little fuperfluity , notwith- 
flanding the high price of labor, Alas ! they have 
many mouths to feed, and only two hands to fupply 
the neceffaries. This is the fatal competition fo much 
infilled on in the firll book , and by which a door is 
opened to great dillrefs. Either the unmarried gain 
what the married fliould , and become extravagant, 
or the married gain no more than the unmarried 
can do , and become miferable. 

The average between the two ought to determine 
the rate of wages dn every modern fociety. 

The remedies for this unequal competition, flow- 
ing from the happy liberty we enjoy , have been 
confidered in another place. 

The inconvenience here under examination will 
not be removed by an abolition of taxes ; nor will it 
increafe by the augmentation of them , as long as 
manufacturers, upon an average, enjoy fuperfluity 
^nd idle days, 

• Under thefe circumllances 1 conclude, that if 
foreign trade fuffersby the high prices of commodities 

I ■ 
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in oar markets, the vice does not proceed from our 
taxes, but from our domeftic luxury, which fwells 
demandat home. Were we lefs luxurious, and 
more frugal in our management in general, all clalTes 
of the induftrious , from the retailer down to the 
loweA manufa£lurer , would be fatished with more 
moderate profits. Let not , therefore , a ftatefman 
regulate his condu^i upon fuppofitions, nor conclude 
any thing from theory, nor from arguments d 
priori, drawn from the luppofed effefts of taxes ; but 
let him have recourfe'to information and experience 
concerning the real Aate of the matter. 

Let him inquire what are the prices abroad; what 
are the prices at home ; how thofe who work in ex- 
portable commodities live ; what fuperfluities they 
enjoy ; and what days of idlenefs they indulge in. 

If he finds that goods are not exported, becaufe 
of high prices , while manufadurers are enjoying 
fuperfiuity , and indulging themfelves in idlenefs, 
let him multiply hands , and he will reduce them 
all to their phylical-neceflary ; and by thus augmen- 
ting the fupply , he will alfu reduce the prices in his 
markets at home. 

If he wants to reduce prices dill lower , in favor 
of exportation , but finds that he has occafion for 
the amount of certain taxes, which enhance the value 
of his phyfical-neceflary , to which he has reduced 
his induftrious clafles , then let him grant a bounty 
upon the quantity exported , more than equivalent 
to all the taxes paid by thofe who provide it ; and let 
the people at home continue to pay dearer than 
ftrangers , in favor of the ftate. If you only want 



Digitized by GoogI 



Chap. V. POLITICAL ECONOMY. qoJ 

to promote exportation by lowering prices, there 
will be no occafion to lower them univerfally , any 
more than there is occafion to put a large plaifter 
over the whole body , to cure a fmall pimple on a 
particular part of it. 

I have faid , that while the rate of the market re* 
mains the fame, fo will the prices of every part of 
labor and induftry , which enters into the compo- 
fitionofthe thing brought to market. Thisisconfiftent 
with reafon , and experience proves the truth of it ; 
becatife we do not fee wages flufluate with the 
price of living. If they do not fluduate in that 
proportion', how can we conclude that a rife in the 
price of fubfiftence , occafioned by taxes , fliould 
raife wages more than when the price is raifed by a 
natural fcarcity. It may be anfwered, that the 
impofition of a tax gives a general alarm ; the elfe£l 
it muA have upon prices is immediately felt ; and 
manufacturers then infift upon an augmentation : 
whereas, when nature either produces the fame , 
or even a greater effeCl , people fubmit to what they 
think comes from the hand of God , and content 
themfelves with the hopes of better times. 1 fliall 
allow this argument all its force. But I muft obferve, 
that when manufacturers can thus capitulate with 
their employers , and infift upon an augmeiUation 
of their wages , the demand of the market muft be 
greater than the fupply from their work. This is 
the circumftance which raifes the price of labor. Let 
the demand of the market fall, the prices of labor 
will fall, in fpite of all the reafons which ought 
naturally to make them rife. The workman will 
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then enter into a hurtful competition , and har^’e 
one another, as has Been often obferved. Let the 
demand of the market rife, manufacturers may raife 
their wages in proportion to the rife of the market; 
they may, in the cheapeft years, enjoy the highefl 
wages; drink one half of tlie week, and laugh at 
^ their employer , when he expeCls they fliould 
work for lefs , in order to fwell his profits in the 
rifinci market. 

I have endeavoured to, throw this queftion into 
different fhapes , the better to apply different 
principles to it ; and upon the whole , I muff de- 
termine that proportional taxes will , 

1//10, Undoubtedly raife the price of every com- 
modity upon which they are properly and imme- 
diately impofed ; and if they be laid upon bread, 
and other articles of nourifliment, they will direClly 
raife the price of thefe articles in proportion ; but 
the price of labor will be raifed confequentialiy 
only , and according to circumflances. 

_ That if taxes be laid upon the day's labor of a 
man , they will raife the price of that day’s labor. 
What I mean by this, is, that if every one wlio 
employs a man for a day, were obliged to pay a 
penny to the flate, for a permifTion to employ him, 
the employer would charge a penny more at leaft 
upon the day’s work performed by the laborer. 
Were a tax equivalent to it laid on the laborer 
by the year, it would be of a cumulative and 
arbitrary nature, and would not raife the price of 
his wages in proportion ; but were it laid upon the 
workman at a penny a day, and levied daily, in 
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this cafe, he might raife his wages in proportion. 
But this is not the practice any where. 

<idoy The price of fubfiftence , whether it be in- 
fluenced or not by the impofition of taxes, do.es 
not determine the price of labor. This is regulated 
by the demand for the work, and the competition 
among the .workmen to be employed in pro^ 
ducing it. 

3//0, If wages rife beyond the phyfical-neceffary 
of the workman , they may be brought down by 
multiplying hands , but never by lowering the 
price of neceffaries; becaufe every man will make 
a profit of the low price , but will regulate his 
gain by the rate of demand for his labor. 

4/0, If therefore, the price of his phyfical-necef- 
fary be raifed upon him by the effeil of taxes, he 
muft work the harder to make it up. 

5/0, If hands increafe , after he is reduced to 
his phyfical-neceffary, the whole clafs of the manu- 
faflurers will be forced to flarve. 

6/0, The increafe of hands means no more than 
the augmentation of the quantity of work pro- 
duced. If, therefore , the fame hands work more 
than formerly, it is the fame thing as if their num- 
bers were incrcafed. 

From thefe pofitions itfeems to refult, that when- 
ever it is found that manufaflurers enjoy wages 
more than in proportion to their phyfical-necelTary 
through the year, reckoned upon the general 
average of married men and bachelors, the method 
of reducing them to the proper ftandard, is either 
to multiply hands , if you waijt to reduce prices 




ao6 PRINCIPLES OF BookV, 

in your own market, or to augment the price of 
their phyrical-necefTary, if you incline they fliould 
remain the fame. When the hands employed are 
really diligent, and prices Hill too high, then it 
iilay be expedient to increafe their numbers, pro- 
viding they enjoy confiderable profits. This will 
cut them off, and reduce the price of commodities ; 
becaufe it will augment the fbpply. 

When the hands employed are not diligent, 
the firft expedient is to raife the price of their 
fubfiftence, by taxing it. By this you never will 
raife their wages , until the market can afford to 
give a better price for their work. If, when they 
are brought to be fully employed , you incline to 
fink the price of labor univerfally, you muff take 
off fome of the impofuions which affe£l fubfiftence, 
and at the fame time gradually throw in frefli hands, 
in order to promote competition, which alone will 
force them to lower their prices in proportion. 
The whole delicacy of this operation is to prevent 
competition from taking place after the induftrious 
are reduced to moderate profits ; and to promote 
competition, or to raife the price of their fubfiftence, 
until they be brought to the proper ftandard. 
Having infilled fo fully upon thefe principles in 
the xviiith chapter of the fecond bool^ I here refer 
to it. 

I have faid , that the price of work is not regu- 
lated by the price of fubfiftence , but by the price of 
the market fot the work. Now I fay, that the price 
of the market may in a great meafure be influenced 
’ by the price of fubfiftence. This is anew combination. 
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The firft propofition is undeniable. The price 
of the market at all ‘ times regulates the price of 
work; becaufe it regularly makes it fluduate, 
in proportion to its own fluiluations. The 

price again, of fubfiftence only influences it; be- 
caufe two circumftances may deflroy that influence. 
A high demand for work will raife the price of • 
wages in years of plenty : a low demand will fink the 
price of wages in years of fcarcity. When therefore 
it is faid, that the price of fubfiftence influences 
the rate of markets, we only mean, that the average 
price of fubfiftence, when good and bad years 
are taken together , have a certain influence in 
regulating prices. But this average price of fubfift- 
ence cannot every where regulate the value of 
work, as the average price of a fliip’s cargo can 
regulate the price of every part of it ; becaufe the 
variations there are at too great a diftance 'of time, 
to be able to compenfate one another with refpe£f 
to all the manufadluring claffes of a people. 

Could a plan be concerted , either to preferve 
the price of grain at one uniform ftandard , or 
within the limits of i 5 or perhaps ao per cent, at 
all times; and were this to be executed by the 
afliftance of a tax at one time , and a bounty as 
it were at another; it would certainly have an 
admirable effe£I in every induftrious nation. It 
would in a manner take away the difference be- 
tween good and bad years. The induftrious 
finding themfelves fubfifted at all times nearly 
at the fame expenfe would not feel thofe alternate 
motives to be idle and extravagant at one time, 
and diligent and fober at another. 
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I Jiave enlarged fo much upon the nature of 
this firft inconvenience proceeding from proper-* 
tional tuxes, that 1 have left myfelf very little to 
fay as to the fecond, which is, 

2 f/o, That they difeourage confumption, by 
raifing prices too high for people of a middling 
rank in life. 

In aiifwer to this, I mufl obferve, that all the 
amount of proportional taxes is refunded to the 
indullrious confumer, fo far as they are raifed ort 
articles /jece^f/rv for his fubhflence; and when he 
is- either'^idle , or confumes a fuperfinity, he is 
claffed along with the idle and rich. Now if the 
rate of market prices be high, relatively to the 
income of certain individuals, it can only be be- 
caufe the fupply of the things they want to con- 
fume is not above the proportion of the demand 
of thofe who are richer. 

If, therefore, the rate of the market affords fuch 
profits to manufaclurers as to render them idle 
And luxurious, how can the augmentation ofthefe 
profits, by the abolition of taxes, and confequent 
diminntion of the price of fubfiflence, ever diminifh 
the competition of tlie rich, unlefs the fopply be 
augmented ? * 

But it the high prices of our osv-n markets cut off 
the demand of flrangers, then every principle laid 
down in the loth and iSth chapters of the fecond 
book , mull be applied to bring them down: and 
fo far as taxes, which are impofed either to fupply tlie 
exigencies of the flate, or to cut off confolidated 
profits, enjoyed by manufadlures in confequence of 
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our own extravagance , have contributed eitlier to 
raife them, or to fupport them when raifed, above 
the foreign ftandard, a lull equivalent , in the way^ 
of bounty, mud be given for them, in order to 
bring the exportation price of goods below the level 
of foreign competition, 

I come now to the lafl inconvenience alledged 
againft proportional taxes, to wit, the expenfe of 
colle£ling them , and the oppreffion which is a' 
confequence of the many reftric'lions laid upon 
liberty, in order to prevent frauds. 

As to the expenfe of colle£lion, it is entirely in 
proportion to the difpofition of the people to 
defraud the public. 

In France, the collefting the branches of cumu- 
lative taxes, fuch as the general receipts, compre- 
hending the taille , poll-tax, 8 cc. cofts the ftate no 
lefs than i o per cent, or two fols in the livre, which 
is fuperadded to thofe impofitions, in order to 
defray that expenfe. Whereas in England the 
expenfe of coliefling the excife, adminiftered by 
commiflioners, who afl for the public, not by 
farmers who afl for themfelves , does not coll 
above 3 /. 12 s. 6 </. in the 100 /. 

This matter of fafl is fufficient to prove, that 
excifes , when tinder a proper adminiflration , are 
not fo very expenfive in the colleflion as is gene- 
rally imagined ; and they would Hill be attended 
with lefs expenfe, were fome proper alterations 
made in the prefent method of impofing them. 1 his 
>vill appear as we go along. - 

VOL. V. P ■ 
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The oppreffion of levying excifes does not, in any 
proportion , fo much affedf thofe who really pay ' 
them , as thofe who ‘only advance them for the 
confumers. 

This diAinftion which we have already ipade, 
will appear \vell founded , upon examining the 
complaints which are commonly made againft the 
colle£lors of this duty. 

• We have feen that in the taxes upon fait and 
tobacco in France, there are no duties colleifed 
upon the people ; the farmers of the fait have all 
the fait m^ flies and fait pits afligned to them by 
the Ring ; no perfon, not privileged, is allowed to 
make fait for the confumption of thofe provinces 
which are fubjedled to the Gabelle. 

In like manner the diftribution and fale of to- 
bacco is exclufively in the hands of the farmers: 
they buy it either from Great Britain , or from the 
Dutch at fecond hand; they manufadlure it them- . 
felves , and fell it over all France, at the price fet 
upon it by the King ; and we faw, that during the 
laft war, they paid thirty millions down fora per- 
miflion to raife the price of it lo per cent, during ten 
years. This price fixed upon the fale of tobacco, 
anfwers exadlly to what we known under the name 
of aflize, which ought conftantly to attend all excifes* : 
for want of obferving exadlly that regulation, the 

4 

* When cxcifes are impofed upon any commodity, it is 
contrary to all principles in fixing the affizc, not to fuperadd 
the whole duty impofed to the former felling price. This 
I. however is fometimes omitted , with an intention to make 
part of the duty fad upon the manufadfurer, to theeafeof 
the fubjedl. The confcquences are, 
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publicans and vidnallers in England railed the 
price of their flrong beer one halfpenny />er quart, 
in confequenceof an additional duty of three fliillingg 
per barrel impofed anao 1761, which is at the rate 
only of one fartliing/^cr quart t« 

VV^hen the fale of an excifeable commodity ia 
vefted in a company who manufaflure it, by exrlu- 
five privilege, the whole oppreflion of colle£lion 
is avoided j becanfe the company itfelf then paya 
the duty, andthey draw their reimburfementfrom 
proportional profits on the fale of the goods. 

into. The manufacftureis b'ow up the fpirir of <he people 
againft the t>x, who never woild think of making an outc.y, 
Wtre they not exdt d to it by the intetefted motives of the » 
manufddurer^. Were high profits allowed onimpofing the 
tax, manufadl :rers would be <}uiet: and if the profits were 
after wirds found to be too high , it would then be a popular 
me fure to reduce the felliog price, and aTo a.means of fetting 
people on the fide of government, againft the manufuduters , 
who are their real tax g therers. 

2do , It is impoflTi le to c mpafs the end propofed. A 
proportional tax, rightly impofed, muft be drawn back; 
and all attempts to prevent it on'y occafion a ^multiplicatioa 
of frauds, and a bad marufadure. 

In fixing affizes upon the manufadure or goods, which 
in different years vary in their price, regard fhould b^ had 
to fuch variations; otlierwife the manufadurer is riiftrtffed, 
and the public is ill ferveJ : and the one 0: the ot her happening, 
theprople are animated agaiuft fuch duties. _ 

Th" only expedient to fhare the profit' of the manufr durers 
of excifeable commodities, is to lay them under fome cumu ative 
tax which they cannot draw back, luch as making them pay 
for a licence, 

t 1 1 muft, however, be obferved, that the price of beer 
■was notraifed, either by the brewers, or by the viduallerj, 
on account of the additional ma.t-duty, annt 1760. 

P a 
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This is the greatefl advantage of the farm above the 
public management of a tax. 

When excifes are levied upon thofe who manufac- 
ture the commodity excifed, the opprelTion of the 
laws falls upon the manufadlurers , although they 
only advance the tax, and draw it tack from the con- 
fumers upon the fale of the commodity. 

It is greatly for the advantage of every confumer 
in the kingdom. , that no fraud in the colleftions 
iliould pafs unobferved ; becaufeall the profits arifing 
from frauds belong to the raanufadlurer , who in 
reality is the tax-gatherer, as much as the farmers in 
France, when they fell their fait and tobacco. But 
as the farmers appear in the light of King’s officers, 
and that the colleilors feem to bear hard on thofe 
with whom they live, people foolilhly imagine, that 
were brewers, for example, more gently dealt with , 
beer would come the cheaper to themfelves. This is 
a mere delufion ; becaufe no brewer whatever tvill 
‘fell his beer cheaper than either an affize, or the 
ordinary rate obliges him to do, let his profit, from 
frauds, be ever fo great, and his addrefs in com- 
mitting them ever fo fuccefsful ; and thelefs produc- 
tive the tax turns out to be, the more the other 
impofitions upon the people muft be augmented , in 
order to make up the deficiency. 

I If we compare therefore the oppreffion ofexcife- 
laws felt by thofe who only advance thefe impofitions, 
with the eafe which the confumers find who really 
pay them, weVnay judge of the advantages which the 
proportional taxes have over the cumulative. 

■ Jhe excife , as paid by the brewer , is really of 
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the cumulative kind. The excifeman demands 
money of him, at a time when no alienation takes 
place, and perhaps when he is not prepared to 
make the advance for his cuftomers, who mull refund 
itto him with profit :befides the hope of being able to 
defraud is difappointed, and it is always difagreeable 
to be difappointed in what we either wifli or hope. 

Were all mankind honeft , the inconveniences of 
levying fuch taxes would be lefs ; but as that is not 
the cafe, methods muft be fallen upon to difappoint 
the intention of committing fraud. The only way 
to accomplilh this , is , to render it difficult and 
dangerous. While every individual has a liberty to 
manufacture an excifeable commodity in whatever 
place he thinks fit to enter for that purpofe , when 
every one has a liberty to fell liquors, which, upon 
retail only, are fubjeCted to excife (as is the cafe in 
France) muft not collectors be multiplied in propor- 
tion to the occupation which fuch policy implies ? 
And will not thele colleCtors oppofe frauds to frauds, 
in order to profit by them , at the expenfe of the 
merchant or manufacturer ? This will fow difcord 
and hatred between two claffes of the fame fociety, 
and thereby the ftate is hurt. All difcord hurts a 
ftate , as it does a private family. 

It is out of my way to lay down plans for preven- 
ting fuch inconveniencies. It would require an 
intimate knowledge of every circumftance relating 
■ to the country for which the remedy is intended. 

I fliall therefore endeavour only to throw out fome 
ufeiul hints, by mentioning the impofitions where 
the inconveniences in levying are the leaft j and by 
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comparing thefe with other impofitions , where the 
•'oppiefliDn in levying appears to be greater, the con- 
traftof circumftances will fnggeft the principles upon 
which a plan might be formed. 

There are many more frauds and difhculties in 
collefling excifes in the country than in cities, from 
the number of manufaflurers employed in them. It 
is juft fo with the mV/e.v in France , from the number 
of retailers. There are very few frauds and little dif- 
ficulty in gathering the malt-tax, beraufethe objedl 
is unwieldy, and the placet ofmatiufa£lureare fewer. 

The frauds upon tobacco and fait in France, do 
not proceed from thofe who manufaflure them, but 
from thofe who introduce foreign goods to fupply the 
place of thofe mannfaflured by the company. This 
fhows thatexcifesfhould be made as general aspoftible 
over a country; becaufe local exemptions introduce, 
as it were, a foreign country into the centre of a ftate. 

Stamp-duties arefeldom defrauded by forging the 
ftamp ; but in France , where they extend to almoft 
every deed of alienation , the public is defrauded by 
private bargains. 

Cuftoms aredefrauded by the liberty given to trade 
In every port; and from the want of convenient 
public magazines , as a proper repofitory for all 
goods brought by fea. 

Itmay befaid, in general, that frauds are moft 
frequent upon the new eftabliftiment of taxes ; that 
thofe who complain moft of the oppreftion of 
them, areprecifely thofe who have the leaft reafon 
for It ; and that thff caufe of their complaint pro- 
ceed? rather from the inconvenience in paying when 
t];ey are notymepared, and the difapppintment in 
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defrauding, than from any real opprellion arifing 
from the laws of excife : the hardfhips of thefe laws 
are owing to the necefTity of general rules to prevent 
frauds; and fuch niles would be unneceflary, could 
the liberty of committing frauds be circumfcribed. 

One very good method of raifmg proportional 
taxes , without great expenfe or opprelfion , when 
the fitutation of a country will admit of it, is to levy 
. no fuch duties, but at the gates of towns and villages, 
wliich in this light appear to be political inclofures. 

At thofe gates every produce of the lands, and every 
manufacture not made in the town , might pay a tax • 
upon coming in ; every manufacture made in the 
town, ihightpay a tax on going out: all fruits con- 
fumed in the country might be free ; all manufactures 
made and confumed in the towns might be free alfo. 

If we confider the quantity of exchange between the 
inhabitants of towns and thofe of the country , and 
between town and town ; that fund, I believe, would 
be found fufficient to raife more by proportional 
taxes than what is raifed in any country in Europe. 

A fecond method of diminifhing the expenfe , 
and alfo the burden of proportional taxes, is to exaCl 
nothing of the manufadurers , but to prohibit the 
delivery of the manufaClure to any one who does not 
prefent a permit from the excife office, fignifying 
that the tax has been paid. This is the method ob- 
ferved in the Aiiflrian low countries, where excifes 
. are carried to a very great height. There the tranf- 
porters or carriers of excifeable goods , are formed 
into a corporation , and none elfe dare to tranf- 
port them. 
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Whoever has feen the execution of thofe regulations 
will not be very fond of them ; but the inconveni- 
ences which joccur proceed from the political 
fituation of all thofe towns, the public debts of 
which are fo enormous , that to pay the interefl of 
them excifes have been carried fo high as to banifli 
manufacturers into the country, where few excifes 
are levied. It is from the country and many con- 
fiderable villages , which have not the privilege of 
running in debt,that the manufactures of that country 
, are carried on. No induftrious man can afford to 
live in the towns of the Auftrlan Netherhands, except 
he who fupplies their oonfumption ; and in i|0 place, 
I know of, is work fo dear as there. 

Were great excifes levied upon the furni (tiers of 
the goods, as is the cafe in Great Britain , and were 
as little reftraint laid upon their frauds , thofe duties 
svould not produce what they do; and theoppref- 
fion would be intolerable ; whereas by the policy 
eftablifhed , nothing but the high price of goods is 
complained of. A third method of avoiding both 
expenfe and oppreflion’inlevying proportional taxes, 
would (be to confine the fabrication of all articles 
charged with them to certain places properly incl ofed. 
Were thofe undertakings few and large, were fpa- 
cious magazines of all forts prepared, at the! public 
expenfe, in all fea-port towns, and furrounded with 
walls , an entire liberty might be allowed within the 
inclofures, and no queftions would be afked, but on 
going in and coming out. Under fuch regiilations a 
ftate would reap great benefit, ly?. There would 
be confiderablfl favings in colleCfing. 'xdlv ■, There 
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would be great favings on the number of hands em- 
ployed in the manufac'if iiring : forty men , in a large 
brew-houfe, malce more beer than a hundred dif- 
pofed as they are in country villages. This refembles 
the introdu£lion of machines into manufaflures. 

The objeilion from the infringement of liberty is 
more a pretext, in order to facilitate fraud, than any 
thing elfe. Arenotthofewho manufadlnre excifeable 
commodities, the fervants of the flate ? Are they 
not even the colle6lors of the public revenue ? With 
what face then can they pretend to be. indulged in 
the means of defrauding their cuftomers of thofe taxes 
which they with to put into their own pockets , 
by withholding them from the public. Has liberty 
any other meaning, but an entire permifTion to do 
whatever is not forbid by general and wholefome 
laws, calculated fortheuniverfal good ofthefoyiety ; 
and fliall this clafs of men, who are enrichingthem- 
felves as much by the profits they have in advancing 
the taxes , as by their induAry , be confidered in 
as favorable a light as another who is paying a 
cumulative tax out of his income , one farthing of 
which he never can draw back ? 

If any Ihould mihnterpret the do^lrine of this 
chapter , I muA put them in mind of my original 
plan , which was to keep conAantly in view thofe 
virtuous Aatefmen who think of nothing but the 
good of their fubje^is. Taxes and impofitions in their 
hands, are the wealth of the father of the family; who 
there-with feeds, clothes, provides for, and defends 
every one within his houfe. The increafe of raxes 
on this fuppoAtion is national economy, as fliall be 
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afterwards fliovvn; frauds are the tliefts offervants 
impairing the public good, and- particularly the 
means of felf-defence againft the incroachments of 
ambitious neighbours. 

As it is the duty of every ftatefman to make his 
people h.iJppy and flourifliing, perhaps the fpecula- 
tions of one vvhofe only interefl in throwing them 
upon paper- is to fill up his leifure agreeably, 
may fome time or other tend to promote fo glorious 
a purpofe. 



CHAP. VI. 

'Cumulative and proportional Taxes compared with one 
another^ and farther examined. 

.After examining feparately the nature and 
efTe£ls of cumulative and proportional taxes, it 
remains , for the more fully underflanding this 
fubje<JI, to take a view of them together ; thebetter 
to find out wherein they really differ, and how far 
the difference is only apparent. 

It has been obferved, that the payment of taxes 
diminiflies no part of the produce of either land , 
or induftry ; the whole amount of thefe remains 
entire to the fubjefts of the flate. 

The taxes are paid out of the money which cir- 
culates in the alienation of them : from which we 
have concluded that they muft conftantly be con- 
fined within a certain proportion to alienation. 
We have alfo obferved, that the impofition of 
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taxes augments the mafs of circulation, and makes it 
reqmfite for a ftatefman to contrive fome method 
of increafinq money in proportion to their increafe. 
I hope thtfe propofitions have acquired an addi- 
tional confirmation , from what 1ms been already 
faid in the preceding chapters. 

We have alfo feen how the amount of propor- 
tional taxes is ultimately taken from the fuperfluity 
of the rich , whom we have called the idle con- 
fumers : and how tliey are advanced by one fet of 
the induflrious , and refunded by another, until at 
lafl they fall upon thofe who cannot draw them 
back from any body. Thefe laft have been faid 
to pay the taxes, the others only to ctfvt/nce them. 

If therefore we fuppofe all dehre of defrauding 
out of the way, we fhall find the whole burden of 
proportional taxes confined to the inconvenience 
of advancing their amount by the induflrious, 
and to the payment of them by the rich, which 
proportionally diminiflies their income. Where 
credit therefore is well eflabliilied, where payments 
are regularly made by buyers to fellers, and where 
people proportion their expenfe to their free in- 
come, the weight of proportional taxes will be very 
fmall. I appeal to experience for the truth of this. 

Let us next examine the nature of cumulative 
taxes, as we have called them, in order to diftinguilh 
them from the others. 

In thefe, alienation is not neceffary at the time they 
are paid; from which it follows, that, in many 
cafes, they cannot be drawn back. When a man 
pays his land-tax out of his rent, what remains to 
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him will not buy more of any thing than if he had 
paid nothing. Nay, were the ftate to indulge him 
and take his tax in corn, the corn which remains to 
him would not bear an. advanced price, unlefs the 
ftate fliould export the quantity he had given; and 
then indeed, by diminifliing the fupply, it might 
raife the price of grain in general ; but every one 
having grain to fell would profit of the rife upon the 
price, as well as the landlord, whofe-fliare does 
not commonly amount to one third of the crop. 

But were a tax laid on in fo regular a proportion 
to the value of any property, as to prevent the pro- 
prietor from making ufe of that part which the 
public intends to take from him , thofe who pay 
cumulative taxes would thereby a cquire one very 
great alleviation of their burden. 

1 have faid that when a breys'er pays the excife, the 
tax, as to him , is of the cumulative nature. It is 
fo in a certain degree, no doubt, as may be feen 
without farther explanation ; but it ftill fo far retains 
its own nature as to be eafdy drawn back from the 
confumer. But howcan a foldier draw back the tax 
he pays to Chelfea ? 

From this material diftinftion between the two 
impofitions , I conclude, that no objection can lie 
againft proportional taxes , fo far as they affe£l the 
induftrious; becaule they draw them completely 
back: and that great objeflions lie againft cumula- 
tive taxes , when they affe£l the induflrions , be- 
caufe they cannot draw them back; and confe- 
quently, they may affeil the phyfical-neceffary of 
the contributor, in cafe no profit Ihould remain to 
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him upon his labor. On the other hand , I think 
little objedlion can be made to cumulative taxes, 
when they are impofed upon pofltffions , which 
produce a vifible annual revenue , clear to the 
proprietor. This is the nature of the dixiemes and 
vlngtiemes in France ; where the whole amount of 
the perfon’s income is taken upon proper proof, 
and taxed in proportion to it, without any fubfi- 
diary or fecond levy’s taking place, to make up a 
determinate fum. 

Cumulative taxes would alfo be far lefs burden- 
fome to the lower clafs, could they be levied , fo as , 
firft , to . preferve the proportion of them to the 
actual profits on induflry: fecondly, to make that 
proportion fenfible to the people : and in the laft 
place, to retain the tax, inflead of allowing them 
firft to receive it , and afterwards obliging them to 
refund it. 

In prc^ortion as thefe three requifites do not 
take place , fuch taxes become grievous to all who 
have no fixed income. 

To put a tax upon a man’s dwelling houfe, in 
proportion to its windows, or hearths, when the 
houfe produces no fixed income to him , and when 
he has none independent of it, may take away a 
part of his phyfical-neceflary. To put a tax upon 
him becaufe he has a head , is more grievous than 
to put a tax upon his hands , in proportion to what 
they daily gain. 

If cumulative and proportional taxes be compa- 
red , with relpeifl to the different effefls they are 
found to have upon our opinions as to taxes in 
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general, we find that both of them deceive the 
corurihutors, but in different ways. 

In the cumulative taxes, the perfon who pays 
does not always perceive tlie reafon of his paying. 

He imagines that he is taxed only becaufe it is 
known that he is able to pay a certain fum. , 

In the proportional , the deceit is of another 
nature. When a perfon buys a confumablc com- 
mi'dity, which has paid an excife, he does not 
perceive that the price he pays for it comprehends a 
tax u()on his pad gains, in favorof the public; but 
lie concludes the whole to be neceffary, in order 
• to procure what he has an inclination to confume. 

An example will make this plain. 

Suppofe a tax laid upon wheel carriages , and 
that every perfon in the Rate were liable to pay 
a cerfain fum in proportion to the number of car- 
riages he has for his convenience. The tax-gatherer 
comes at the end of the year and demands the fum. 
The perfon complains that he is not at liberty to ' 
have a coach or a chaife without paying duty for 
it; and that while he his occafion for one carriage 
only, and has but one pair of horfes he is obliged 
to pay for feveral fets of wheels. 

Now, fuppofe this cumulative tax were turned 
into a proportional one , and that wheels were to 
pay a ftamp-duty, or the like, in the hands of the 
wheelwright. The price would immediately rife; 
but this rife would foon become familiar to the man 
who has the carriage ; and he would then be no more 
hurt by this additional expenfe, than if it had pro- 
ceeded from fome new and expenfive fiafhion of | 
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wheels : in fliort, wheels would generally begin to 
bear an advanced price , and very foon no body 
would inquire how it came about, nor once complain 
the tax. 

To fet this in another light, the difference between 
the two impofuions refembles that between long 
and fliort accounts , which to poor people is very 
great. When the expenfe of lining is infenfibly 
and univerfally augmented , by the effect of pro- 
portional taxes, then the induftrious man, who enjoys 
neither fuperfluity oridlenefs, may and can augment 
the price of his work in proportion. This augmen- 
tation forms tlien a part of what has been called his 
(A), which he draws fully back when he comes to 
market But if the fame, or even a lefs fum be raifed 
upon him by a cumulative tax, it comes upon him 
at the end of the year, or at the end of the quarter, 
and let him be ever fo provident, he cannot draw it 
back, or raife the price of his work , becaufe of the 
unequal competition of other people of his own 
clafs, who, from a variety of circumftances, cannot 
all be fo equally Iqaded by the cumulative as by the 
proportional taxes. Befides, they may not be fo 
provident as himfelf, and may work for fubfifleiice, 
without making any allowance for what they are to 
pay the ftate at the end of the year. Thus a double 
inconvenience enfues. The induftrious poor are 
opprelled by the tax-gatherers, and the tax is ill 
levied. In the other cafe , the firft never fee a tax- 
gatherer , and the money is paid. Befides thefe 
advantages in favor-of proportional taxes , there is 
ftill another, that if this tax be improperly laid on, 
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the defect will manifefl itfelf by checking coufrxjnp- 
tion only ; whereas in tlie otlier cafe, it will be known 
by the diflrtfs of individuals. 

If the liberty not to confume be taken away, as 
in the gabelle in fome provinces in France, then the 
impofition changes its nature and becomes a cumu- 
lative tax, as maybe eafily perceived*. 

It has been faid, that fo far as the tliree inconve- 
niences of the cumulative taxes can be prevented, 
they ceafe to be opprellive. k rom which we fee the 
reafon why excifes are fo eafily paid wlten thofe who 
manufa£lure the commodities charged with them, are 
contented to compound for them. This changes the 
tax into one of the cumulative kind ; but gives it 
every requifite to make it eafy. Let me take an 
example. 

A brewer wlio pays excife for all he brews , is 
expofed to the daily vifit of the excife-man, to whom 
he pays the duty. Here the brewer’s impofition 
participates of feveral of the inconveniences attending 

* The gabelle, or fa't-tax in France, is not levied in every 
province; becaufe of certain privileges of exemption, which 
Ibme have at! along enjoyed. 

This opens a do ir to the general abufe, by fmuggling fait 
from places where it is free, into pi ces where the tax is impo- 
fe ), at ma'iy \oo per cent, above the value ; and obliges the 
King to ufe great feverity upon thofe who are loaded with this 
duty. 

The confumption of every family is fixed to a certain quan- 
tity i and if it be found that they h.ve not bought, from the 
King’s granarie-, to the full extent of what is reckoned necef- 
fary for them, it is fuppofed that the deficiency has been made 
up from contraband fait, and the deficiency is exadled. 

cumulative 



Digitized by GoogI 



Ghap. VII. POLITICAL ECONOMY. aaJ 

Cumulative taxes. But let mefuppofe that aftei^a* 
certain time he finds that loo /. is the annual amount 
of his excife. If he makes a compofition for it at 
that rate, he comes under a regular cumulative com- 
pofition, with every advantage. He thinks no more 
of frauds ; he no more grudges what he pays ; and 
becomes in a manner colleflor of that imperceptible 
ditty paid by all his cuftomers. 

The eafy method of transforming thofe taxes intd 
one another fhows their refemblancel'ufficiently, and 
the differences which we have pointed out, fliow tli6 
principles which regulate the proper manner el 
impofing tliemj 
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Confcquence of Taxes when the amount of them is 
. properly applied. 



We 



have now feeii the objefls affe£led by taxes,' 
and the inconveniences which refult to thofe who 
are obliged to pay them. - j" 

It comes next to be examined , whether or not 
taxes of all kinds be a great load upon a people, a 
grievous infringement of their liberty, a means of 
bringing many honefl and induflrious people to great* 
dlflrefs, and a great difcouragement to marriage. I 
anfwer without hefitation , that taxes may be, and 
moft Commonly are accompanied with all thefe and 
many more inconveniences ; but I muff add, that 
VoL. V, . V Q 
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they proceed from the abufe, and not from the 
nature of taxes. 

In my inquiries, I have conftantly in my eye, 
how man may be governed, and never ho\v he is 
governed. How a righteous and intelligent ftatefman 
may r^ftrain the liberty of individuals, in order to 
promote the common good ; never how an ignorant 
and unrighteous ftatefman may deftroy public 
liberty , for the fake of individuals. 

Raifing money by taxes muft always be burden- 
fome, lefs or more, to thofe who pay it; and the 
advantages refulting from taxes can only proceed 
from the right application of the money when raifed. 

When individuals only make a profit of the in- 
convenience of taxes, the public lofes, no doubt; 
becaufe they are paid for the advantage of the public, 
not for that of private people. If the money raifed 
be more beneficially employed by the ftate, than it 
-would have been by thofe who have contributed it, 
then 1 fay the public has gained, in confequence of • 
the burden laid upon individuals; confequently, 
the ftatefman has done his duty, both in impofing 
the taxes, and in rightly expending them. 

• Taxes, in this laft view, may be confidered as a 
faving out of every private fortune, in order to pro- 
cure a public fund to be expended for the public 
benefit. 

1 have frequently recourfe to the familiar examples 
of private economy, in order to make applications 
from it to the political ; which , however different 
it may appear, will be found eafily deducible from 
the fame principles. 
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Let me fuppofe two perfons, ( A ) and ( B ), living 
in the fame neighbourhood, of the fame rank and 
fortune, enjoying great fuperfluity, but fpending 
yearly the whole of their income in different ways. 

Let the income of both be fuppofed to be aioo 4 
flerling; and let the branches of their expenfe ba 
. ranged under fix different heads. Let (A) be flip- 
poled to fpend upon the firff lool. on the fecond 
200/. on the third 3 oo /. on the fourth 400 /. onthe 
fifth ioo /. on the fixth 600 /. in all 2100 4 

Let us fuppofe ( A ) to enjoy in every one an ample 
fufhciency. 

(11), on the other hand, fpends upon his firff ar- 
ticle 1 600 /. and upon each of the other five, no mors 
than 100 /. Here the firlf article of (B’s) expenfe is 
fixteen times greater than any of the reft j and by the 
fuppofition, 100 /. is fuppofed to denote an ample 
fufficiency upon each article. 

I come to (A), and I fay to him, you difappfove 
of the extravagance of your neighbour (B) upon his 
firff article of expenfe, where he fpends fixteen parts 
of his income, and where you fpend but one ; and 
yet you muff allow that upon every other article of 
his expenfe, he is a better economiff than you. Would 
it not be for your intereff to bring the other articles 
of your expenfe down to his flandard, without in- 
‘ creafingany thing upon your firff article, which is 
already within the compafs of what may be called 
fufficient. 

Towhatpurpofe, fays (A), would you advife me 
to fo ffrift an economy ? And what fhould I do with 
fo great a faving on my annual income ? Be in no 
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pain about that, I fliall lay it out for you in difchar- 
glng your debts; in providing for your children, and 
giving them a good education ; in improving your 
eftate; repairing your houfe ; making up your in- 
clofures ; all fliall be ufefully fpent ; and out of 
600 /. a year , you fliall have every thing neceflary 
for your family. 

Here is the reprefentation of a fcheme between a 
good flatefman, and a people %vhofe intereft he 
confults. 

After the impofition of taxes , the individuals of 
a ftate , whofe income is already formed , begin to 
pay greatly more than they ufed to do for every 
thing they confume. A great part of this additional 
price goes to the public, and is thereby laid out for 
national purpofes. The whole of fuch expenfes are 
thrown into circulation , as much as if the rich pro- 
prietors had laid it out upon articles entirely adapted 
to their own tafte. 

Is it not evident, that in this way of appropriating 
the income of a country, itmuft produce a more ex- 
tenfive encouragement to induftry of all kinds, than 
if the proprietors only had fpent it ? They never 
would have thought of becoming merchants, or of 
fetting up manufa£lures for the fupply of foreign 
markets : their, whole expenfe would have been cal- 
culated to fupply their own wants ; and it would ' 
have been indifferent to them whether thefe were 
fupplied by natives or by flrangers. 

Let us apply this do£lrine to common experience. 
Let us compare the nature of circulation in a trading 
tow'n, with that of a country place, w'here many 
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gentlemen of large fortunes refide. How extenfive 
theobjefts of the firA! how contracted thofe of the 
latter. 

Let us compare again the exigencies of govern- 
ment , with thofe of a trading city , what a variety 
ofnew-wants here occur to be fupplied, which the 
city never could have occafion for ? 

1 have lliown that the great amount of taxes is taken 
from the income of thofe individuals whofe fortune 
is already made , or whofe daily profits are conft- 
derable : I have fuggefted how circumfcribed the 
expenfe of this clafs muft be, when confidered 
with refpeCl^o the employment it procures to the 
body of a people. Does not the experience of for- 
mer ages fliow how apt private opulence is to fink 
into treafures , when a tafte for induftry does not 
animate the lower clalfes to create new objeCls of 
defire in the wealthy ? Wherein is a Aate benefited 
by the luxurious gratifications of the rich , unlefs it 
be by the employment they procure for thofe who 
provide the objeCls of luxury ? Thofe very gratifi- 
cations are, in one fenfe, taxes upon the rich in favor 
of the induflrious : they increafe expenfe, and throw 
money into circulation. In Spain and Portugal, 
where induftry is not introduced among the lower 
claffes, it is the ftrangers who in efleCllevy fuch taxes 
upon them. Were the taxes they pay , -.properly 
applied to the encouragement of the arts, inftead of 
being appropriated to private purpofes , and to en- 
riching private men, whofe tafte for expenfe is 
always circumfcribed to the objeCls of their own 
wants, howfoon fliouldwe fee them vying with lU 
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in every market of Europe, and fupplyinq them- 
felves as far as their country is calculated for it. 

The reciprocal wants of induflrious nations, fe- 
femble the reciprocal wants of tradefmen ; all may 
be employed in fupplying one another , as well as 
themfelves. 

When the amount of taxes is properly laid out in 
premiums, for the encouragement of the induflrious, 
the prices of labor upon articles of exportation, may 
be brought fo low, that all nations who do not fol- 
low the example, mufl languifh and decay. Luxury 
at home will then ceafe to hurt the trade of the nation. 
In her treaties of commerce , flie may throw open 
her ports to many articles of foreign confumption, 
without running any rifk. by fuch allowances ; and 
on the other hand , flie will reap the greateft advan- 
tages from a reciprocal permilhon. 

The example I have given , by which I have 
illuflrated the nature of public contributions , muft 
not be underftood to tally with refpe£l to proportion. 
It would be both ridiculous and impoffible to reduce 
all the expenfes of rich men to the purely fufficient. 
All I meant was , to fliow how taxes , when pro- 
perly applied, maybe confidered as public economy; 
and how the levying of them has no dire£l tendency 
to hurt a nation in point of eafe and profperity. 
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CHAP. VIII. 

OJ^ the extent of Taxation. ; 

One good way to difcover the nature of taxes , is, 
to examine how far it may be pofTible to carry them. 
This is iny intention in this chapter. 

I have faid that the object: of taxes was income, 
and not dock. I have fliown how thofe of the pro- 
portional kind alfe£l the income of flock already 
made, and perfons who enjoy large profits upon 
their daily induflry. I have pointed out the im- 
propriety of cumulative taxes, when impofedupon 
fuch as draw nothing more from their induftry than 
an eafy fubfiftence ; and I have given a general pre- 
ference to thofe of the proportional kind; becaufe 
they conflantly imply both alienation and confump- 
tion: alienation in thofe who advance xhe taxes, 
confumption in thofe who pay them. 

Could , therefore , taxes be levied upon every 
alienation, where confumption is implied, and that 
in proportion to the whole fuperfluity of thofe who 
are to confume , proportional taxes would be car- 
ried to their utmoll extent. 

I fliall now analize thisfubje£I, in order to difcover 
how far that extent may reach ; and by this inquiry, 
the principles of taxation will be the better 
underftood. 

The objects of alienation comprehend all that Is 
in commerce among men , moveable and im- 
moveable. 

• Q 4 
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What it moveable is generally confumable , what 
4 is immoveable ip generally npt fo. 

As confumption is a reqnifite, together with 
alienation , in order to form a proper bafis for pror 
porfional taxes , we fee how contrary to principles 
it would be, to tax the alienation pf lands, honfes , 
in the fame proportion as confumable commo- 
dities. Thele are funds, notincome ; and the money 
with which they are purchafed , muft be confidered 
in the light of a fund , while it is in the hands of 
the buyer. VVhen once it conges into tf)e hands of 
the fellef of the immoveable obje£fs, it frequently, 
indeed , partakes of the nature of income ; that is 
to fay, jt is fpent in the confumption of fruits, and 
pf the labor of man ; and then it will be afie(^Ie4 
by taxes, 

This may fufBce to recal to mind the principles 
we liid down in the a6th chapter of the fecond 
I oolf , concerning the efit£ls of the vibration pf 
the balance of wealth between the members of a 
modern Rate. 

I he next thing we are to confider, is the Rate 
pf circulation. As to ,that, we have fre<^uently 
obferyed , how it muR be in proportion to 
^ alienation. 

This proportion is not determined by the value, 
or denominations of the money circulating; but by 
that value combined with the frequency of tranfitions 
from hand to hand ; as the force of a cannon ball is 
pRimated by the weight of the ball, and the fwiftnefs 
pf the motion at the time it flrikes. 

^ Let us now layafide the confideration of immove? 
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?ible property ; and examine the nature of confump- 

tion, alienation, and fale, with refpe^t to otlier 

things. 

Confumption comprehends every thing produced 
by tlie earth , or by man; alienation is confined to 
that part which is exchanged between men; and 
fale to that part of alienation which is exchanged 
lor an equivalent in money. 

Whatever part is confumed without alienation, 
pught, 1 think , to be out of the reach of propor- 
tional taxes, unlefs, by fome circnmflance or other, 
jt can be made to fall under the eye of the public , in 
a manner rejembling its coming to market. Thua 
a tax upon malt is levied at the malt-houfe, as if it 
\vere fold to the maltAer, although it be made for 
the confumption of the grower of the barley. In 
like manner , a tax upon corn for bread may be 
levied either at the mill where it is ground , or at 
the oven where it is baked *. 

The worft kind of proportional taxes are thofe 
which are levied upon private manufadluring, and 
uponunmanufaiflured confumption, where no alie- 
nation takes place. An example of the firft we have 

* Examples of thefe kinds of taxes were familiar in former 
times. VaflTals were obliged to grind in their Lord’s mil), b ike 
in his oren , prefs their wine in the public prefs of the 
territory , &c. 

This was found very ufeful, in ages when alienation and 
fale were little known ; but now they are confidered asop-‘ 
preflive , qnd fo I think they are , when compared with 
proportional taxes , which only take place upon the fale 
of the comtpodity : but ftill they are far prcfsrab’e to many 
taxes of the cumulative kind. 
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in the excife upon malt, cider , candles, &c. made 
in private honfes for private nCe : the laft is known 
in Holland, where a man cannot kill his own pig, 
or his own calf, without paying a tax. Were taxes , 
of that nature extended to the making of bread, 
cooking of virluals, &c. I apprehend they would 
become of a nature more burdenfome than any 
hitherto invented, unlefs public cooks were eftab- 
liflied , as public ovens are ift many parts of France : 
in fucli cafes, taxes might be levied upon every 
part of confiimption. 

Invefligations of this nature are fo difagreeable, 
that it is with reludfance I mention them; but when, 
in fa£l, fuch taxes are found eltablifhed in different 
countries, it is highly proper, that the nature of them 
fliauld be inquired into. 

Taxes in Holland are fo multiplied, as to defcend to 
this category, in many places, as we have feen by the 
example juft givenjbut even thefe,howeveroppreffive 
they may appear to thofewho arenotaccuftomed to 
them, are ftill lels fo than many of thecumulativekind 
we have mentioned , particularly the Jax upon in- 
duftry and the capitation in France. They approach 
nearer to proportional taxes, and derive every allevi- 
ation of their.burden from that circumftance.He who 
pays fuch taxes,fees that he can avoid them, by retren- 
ching his confumption; and when they fall upon the 
neceffaries of life , he may draw them back , pro- 
viding he be an induftrious man , and that every 
one who enters into competition with him for em- 
ployment, be equally fubjedled to the fame burden. 
But tehy are more burdenfome than thofe where 
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fale takes place; becaufe when a poor man, who 
wilhes to confume, W’ants money, he confiders 
himfelf in the fame light as if the thing were not 
to be fold; but when he has that which he lias 
acquired by his labor , and cannot confume it for 
want of money to pay for a permifTion, as it were, 
he muff either flarve for hunger in the midft of 
plenty, or be reduced, perhaps to beggary, for 
having preferved his life by defrauding the tax. 

What has beqn laid, is, 1 think, fnlhcient to fiiow 
the varieties which occur, when taxes are impofed 
upon bare confumption , where no alienation'^akes 
place: they mull, in every refpefl, be ranged under 
thofe of the proportional kind, although fome prin- 
cipal requilites be wanting to engage any one to ap- 
prove of their inflitution. 

It appears ftill more difficult to eftablilh a 
proportional tax upon barter, or the exchange 
of commodities one for another , unlefs fale be 
underftood. This would be the cafe were a private 
perfon, not fubjeft to the excife upon malt made 
in. his own houfe, to pay in that commodity. He 
would not there efcape the imputation of fraud; and 
might, with propriety, be confidered as a retailer. ' 
I do not , however, doubt but examples of taxes ' 
upon barter might be found ; fome even occur to 
myfelf ; but they are almoft too trifling to mention 

The laft and principal requifite , to render pro- 
portional taxes eafy and light , is fale. There the 

Two gentlemen in France exchange calks of their wine , 
they are both obliged to pay a tax upon removing the wine 
from their cellar. This duty is called Remuage. 
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burden muft be proportional to the buyers purfe ; 
and if it prevents the confumption of the thing taxed, 
the defe<El will manifeft itfelf. 

Of thefe taxes we may fay, that they are in pro- 
portion to circulation; and accordingly, we fee 
how difficult It was to raife them,fo long as circulation 
remained confined to the fmall quantity of coin in 
the country. As money increafed, both by the in- 
creafe of trade and alienations, they became more 
produiSUve ; and were the nature of themrightl)^ un- 
derffood, and were they properly impofed, they 
woufd loon be more generally adopted. 

in treating of public credit , I have faid that it is 
the duty of a flatefman to augment the quantity of 
money, in proportion as he intends to multiply taxes 
on his people. 1 fhallnow, before ! conclude this 
chapter, explain the meaning of what was there 
thrown out relatively to another fubjeft. 

The money of a country, we have faid, bears no 
determinate proportion to circulation; it is the 
money circulating f multiplied by the number of .. 
tranlitions from hand to hand. Again , we have 
faid , that the prices of all things are determined 
by demand and competition. The meaning of this, ♦ 
as it concerns the prefent queflion, is, that in pro- 
portion to the competition of thofe who appear with 
money, in order to acquire what comes to market, 
a larger ora fmaller fum is brought into circulation. 

Now according to the principles laid down in the 
firft chapter, we faw how the full value of the induft- 
rious feller’s expenfe and profit were made up to him 
in the fale of his work; and if he even advanced any 
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tax upon any part of his work or coiifumptiori, that 
it was refunded to him by the buyer, who, if he con- 
fumes in the light of an idle man , pays for the whole. 

Farther, when a proportional tax is impofed, we 
faid it was, in a manner , as if the ftate interpofed 
at the time of alienation, and exa£fed of the pur- 
chafer a certain value in money , in proportion to 
the commodity, as the price of the permilTion to 
acquire what his own induAry had not produced. 
From this I draw the following confequence , that in 
proportion to the tax an additional fum of money 
is drawn into circulation , which would otherwife 
have remained in tlie pocket of the purchafer ; con- 
fequently, on impofing proportional taxes , they 
cannot, at firft, exceed that proportion of money 
which is found in the pockets of the confumers, 
over and above what they ufed to pay for what they 
confumed. 

The truth of this propofition is eftablilhed upon 
many faffs. Firft, in countries where people keep 
their money locked up , proportional taxes ate 
very well paid. Hence the great amount of the 
alcavala and cientos in Spain , which amount to- 
gether to 14 per cent, upon every confecuiive alie- ' 
nation of the commodities , chiefly indeed for the 
confumption of the rich. 

Secondly , when excifes were augmented In 
England, in the reign of King William', Dave- 
nant tells us , that the price of the goods excifed 
fell. 

Thirdly When a war has lafted any time in 
France, taxesceafeto be fo produdlive. 
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Are not all tlicfe, and many other appearances , 
refolved upon the fame principle, viz. tliat taxes 
muft come out of that money which exceeds what 
was neceffary for carrying on alienation before they 
were impofed ? - _ 

In Spain they draw 'money from the cherts of 
the hoarders , and increafe circulation for a while. 

In England, during King William’s wars, the 
quantity of money being very fmall , and trade 
being very low, the tax upon malt could come out 
of no other fund than the price ufually given for 
barley. 

In France , people are better acquainted with 
taxes, and the great bulk of excifes are adminiftered 
by the farmers , who never lower their price ; fo - 
that the diminution of the mafs of coin diminifhes 
confumption. 

But when methods can be fallen upon to in- 
creafe money according to the ufes found for it , 
taxes will continue to produce , confumption will 
not diminifh, and circulation will keep pace with 
them. ^ 

Could we fuppofe, that before the impofition of 
taxes, every perfon in a rtate had laid it down 
as a rule , to fpend the whole of his income , but 
hone of his treafure , in the confumption of what 
is brought to market, it is plain, that in a luxurious 
nation , taxes might be carried fo high as to draw 
the laft farthing of the treafure into circulation , 
even though it were fuppofed to exceed the value 
which demand had fixed for all that was brought 
to market. But without a luxurious-turn this would 
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not be the cafe. There are countries abounding with 
coin , which it is impofTible to come at by propor- 
tional taxes. The reafon is plain : the value which 
demand fixes upon the total of the articles of con- 
fumption expofed to fale in the country , bears but 
a trifling proportion to the coin which remains 
locked up. This was the cafe in ancient Greece. In 
that cafe, proportional taxes can never exhauft the 
treafure; becaufe were they to be made high upon 
articles of the firft necelTity, all the poor would Aarve; 
if upon articles of fuperAuity , demand would Aop» 

Proportional taxes , therefore, can only beta ifed 
in proportion to the defire of fpending money ; and 
as this defire depends upon the fpirit of the people , 
fo muA the extent of taxes. 

Let me now trace a little the progrefs of money 
brought into circulation by proportional taxes in a 
luxurious nation. 1 lhall call the value, fixed by 
demand, for all that comes to market (Y ). The fum 
levied in confequenee of the alienation of it, or in 
other words, the fum of the proportional taxes ( X ). 
And the whole money of the country (Z). This 
premifed , it will follow , from what has been faid, 
that fo foon as all the money of the country is 
brought into circulation, then (Z) will be exacUy 
equal to the fum of ( Y ) and ( X ). 

Let us next fuppofe the whole alienation to be 
made at once. Will not (Z) then immediately 
appear divided into (Y) and (X)? What then will 
become of thofe two fums which we fuppofe to 
enter into circulation at the fame time? I anlwer 
that ( Y ) will go entirelv free to tiie iudufiriuus felien 
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that it is , or fliould be , nearly equal to the formeJ 
value of u^hat came to market before taxes were im- 
pofed: and that (X) is an additional fum drawn 
from the idle confumers , who live upon an income 
already made. But fuppofe (X) to be augmented, 
until it exceeds the quantity of money formerly 
fuperfluous for carrying on alienation : then I fay , 
that either taxes will become proportionally lefs 
produdUve , or confumers muff melt down the 
capital of their funds inta paper money, to the 
amount of the deficiency of ( X) ; and this will fupj 
ply circulation with the additional fum required in 
confequence of the impofltion of taxes. 

Now, I think, it is a lucky circumflance, that the . 
additional fum of taxes fliould be paid by thofe very 
people who are the beft able to borrow it upon 
llieir funds. 

Let us proceed to examifie the progrels of ( Yj 
and (X) as they continue in circulation. ( V ) is no 
fooner come into the hands of the induflrious feller, 
but he has occafion to go to market: that moment I 
confider him as one of the rich ; and the money 
which, at the time he fold, had acquired the deno-^ 
mination of ( Y) , now refumes that of (Z). When 
he comes to buy a commodity with what was for- 
merly his (Y), there is immediately a part of it 
converted into a new (X), and the remainder 
keeps the denomination of ( Y) in the hands of him 
from whom he buys. By this progrefs it is plain , 
that after a certain number of alienations , or tranfi- 
ticMis from hand to ’hand, the whole quantity { Y) 
will be converted into ( X )i 

Lxpericnce 
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Experience fliovvs this to be the faft ; becaufe the 
amount of taxes , in a fliort time , far exceeds the 
value of all the money of a country. 

Let us next follow theprogrefsof(X). 

Upon the firft alienation of any part of what 
comes to market for the confumption of the pro- 
prietors of (Z) , a proportional part of ( Z ) is trans- ' 
formed into ( X ) , and is carried into the public 
coffers. Were it there to be locked up , and not 
thrown back into circulation , it is plain , that in a 
fhort time the whole of (Z) would be converted 
into (X), and would be lliut up in the exchequer. 

When the amount of taxes , therefore , is fent 
but of the country in time of war , muft not this pro- 
duce a fimilar effe£f Has not the exporting that 
amount the fame eflet^l with the locking it Up , fince 
the one and the other equally take it out of circu- 
tion? Does it not then follow, that if more money 
be not obtained either by borrowing it back from 
ftrangers ; or by melting down more folid property^ 
that felling muft flop, and { Y ) difappear as well as 
(X). The rich, therefore^ muft give over buying, 
and the proprietors of all that comes to market muft 
deal by barter with one another. 

How, naturally do all thefe cbnfequences follow 
one upon the other ! and how exadlly do they cor- 
refpond to the principles which run through that part 
of the laft book where we treated of banks and public 
credit! 

’ Taxes are not raifed, at this time, .to remain in 
treafures, but to anfwer the exigencies of the ftate. 
The moment, therefore, that the money arifing from 
Voi.. V. R 
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them comes ont of the public coffers , it lofes the 
charadier of (X) and refumes tliat of (Z), in the 
fame manner that (Y) was transformed into (Z), 
by being brought to market to buy a commodity. 
This new (Z), as we may call it, no fooner returns 
into circulation , than it becomes again converted 
into (Y) and(X\ with this difference, however, 
that what came from the exchequer, fo far as it is 
converted into (X), returns diredlly into it again. 

Hence it follows, that Rates commonly pay their 
fervants the full of their falaries, and make them re- 
fund a part in confequence of cumulative taxes, 
inftead of proportionally diminilLing what is due to 
them. And when the falaries themlelves are intended 
to be laid under poundage, wliich in fail is an adlual 
diminution of them, they chufe that the tax fhould 
appear to be a dedudtion out of what is fnppofed 
due; becaufe it feems lefs arbitrary to impofeatax, 
than to diminiffia falary, without alhgningany reafon 
for it ; but indeed, befides this reafon, it commonly 
happens, that the particular appropriations and ad- 
miniftration of the revenue render that method eafier. 

With refpedl to proportional taxes they affedf the 
expenfes of the Rate in the fame manner as thofe of 
individuals; with this difference, as we have faid, 
that the part (X) returns into the exchequer; but the 
p-art ( Y ) is fairly fpent by the Rate , as by the idle 
confumer. 

From what has been faid, w-e may gather the prin- 
ciples which lead to the moRextenhveeRablifliment 
of proportional taxes, vi^. either to draw by par- 
ticular regulations, the whole real and grols produce 

V 
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of land 3iid work to market ; or at'leaft to bring it 
tinder the eye of the hate, in confequence of fonfe 
modification or manufa£iursperformed upon it, ai 
\vas obferved with refpeft to malt-houfes, mills, and 
public ovens. When , by fuch contrivances , the 
\vhole grofs produce falls under taxation, the pro- 
portional taxes mull begently laid on, and gradually 
failed until they begin to interrupt confumption ; 
then they mull be diminiflred for a while, until 
diflipation increafes; a cafe which. will probably 
happen, as it commonly keeps pace with induftry. 

It we luppofe the rich to fet out on a plan of 
living upon their capitals, inftead of living upon 
their incomes, as we have hitherto fuppofed, then 
indeed taxes may augment to a degree not to be 
eftimated. This combination has already found A 
place in the afith chapter of the fecond book, wher6 
We examined it with regard to the progrefs of induf- 
try. In that place it wasfaid, that in proportion to 
credit and induftry, it might be poflible in thecom-* 
pals of a year, to produce commodities to the value 
of the whole property of the moft extended kingdom. 
Were that the cafe, to what a height might not 
taxes be carried? 

( Y ) then would reprefent the whole value of the 
country, and confequently , (X) would fwell ,iri 
proportion, according to the competition among the 
inhabitants, to purchafe every particular article. 
Subfiftence and neceffaries might be taxed low in 
proportion to the abilities of thofe of the lower clafles ; 
articles of luxury'^ might be taxed in a higher propor- 
tion, in order to draw the more into the exchequer. 
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Were taxes tlms carried to their ntmoft extent, ftill 
every perfon' in the Bate muA be left at liberty to 
fave, or to fpend the whole, or any part of his Aock, 
or income ; which is not the cafe when cumulative , 
taxes are impofed. Proportional taxes, though carried 
to their utmoft extent, will not deprive an induftrious 
xnan of his phyfical-neceflary, nor of the reward of 
his ingenuity, nor of that rank in wealth, to which 
his birth or expenfe entitles him *. 

When taxes have the effect of interrupting this 
harmony of expenfe, of reftraining, the liberty of 
fquandering, or of faving, or of opprefTing one fet of 
men more than another, in all fuch cafes , they are 
improperly impofed; and inflead of being too high, 
as it is commonly fuppofed, I think it is a demon- 
flration that they are really lower than they need to 
be. The claffes of men in a modern ftate, refemble 
the horfes in a team. When every horfe draws fairly 
and equally, the whole force is exerted ; but if any 
one happens to be fbrained by an overcharge thrown 
upon him, the force of the team is greatly diminiflied. 

When proportional taxes are carried to their full 
extent, I then prefume every one will be obliged to 
pay as much as polTible ; I do not mean that every 
one will be forced to pay to the extent of his abilities, 
but 1 fay, that the generality will; and therefore, 
were cumulative, or perfonal taxes , to be fuper- 
added on thofe who already pay all they can, they 

* A man’s rank, in a modern fociety, feems to be deter- 
mined more according to his birth^ or to his expenfe’, than 
according to his (lock, or income. 
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would, by affecting them unequally, deprive many 
of their phyfical-neceffary, orfmall profits; andcon> 
fequently deflroy the proper^ balance of their com- 
petition. The fetting the lower claffes free from 
cumulative taxes, will only have the effeil of putting 
the growing wealth of the penurious and faving part 
of the induflrious inhabitants out of the reach of 
taxation. This ought in good policy to be done, as 
has been fliown in another place. But, farther, we 
have obferved, that taxes can only be increafed in 
proportion to the fpirit of diffipation in the people. 
To force money, therefore, out of the hands of thofe 
who do not incline to fpend it, is forcing the fpirit 
of the people; and if not tyranny , is at leaf! great 
feverity. Befides, we fhall prefently fliow, how 
thefe favings cannot efcape being taxed, whenever 
they begin to produce an income ; and allowflRg 
that they may be greatly accumi^Ped, and thrown 
into trade, yet flill they muff in one way or other 
appear in alienation , and become fubjefl to the 
proportional taxes. The only part, therefore, of the 
favings not affe£fed by taxes, will be confined to that 
which is locked up. This in a prodigal nation fhould 
never be touched. The inconveniencies refultingto 
the flate from fo fmall an inequality of taxation , is 
too trifling to be attended to, and too difficult to be 
prevented. 

I come next to examine the extent of cumulative 
taxes. 

If we fuppofe the proportional taxes to be carried 
to their full extent, there will be little place found 
for tire cumulative, as has been faid. The only obje^ls 
' R 3 
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Jeft for them are the favings locked up, and the purp 
profits upon trade. 

But let us fuppofe proportional taxes out of the 
qufcflion , as they muA be when contrary to the Ipirit 
of a particular nation ; and then inquire into the 
principles which regulate tlie impofition of cumu- 
lative taxes, in order to difcover to vvhat extent they 
may be carried, and what confequences may follow 
when they are brought to a height. , 

This branch has two objedls; firft, income, whicl^ 
is determinate; fecoudly, profits from induftry, 
which are and muft be very uncertain. 

Income, I divide into two forts ; that\yhich prov 
peeds from every brancli of folid property , capablq 
of producing it: Land, houfes, even cattle, furniture, 
^c. all may, in fome refpefls, produce an income, 
n^Bre or lefs permanent according to circumdances. 
This fort of inc(A| iseflablilhed byleafe. Thefecond 
fort is the inteielt of money , conAituted by the 
contrail of loan. 

Jn iinpofing cumulative taxes upon income, it 
very proper to confider the nature of every fpecies 
pf it, with fefpefl to Aability. Landed property i$ 
fixed, and can not efcape tajtation, were the tax to 
be carried to the extent pf the full income, as has 
been obferved. Were the fame proportion to be 
laid on houfes, they would foon fall to ruin, becaufe 
the annual proprietor w-puld not keep them up. Like 
circumAances muA be attended to, in taxing every 
other article of revenue. 

The method of afeertaining the value of this kind 
of property , is to oblige all leafes to be recorded, 




Chap. VIII. POLITICAL ECONOMY. 



947 



^ under a fufficient penalty. ' This is the method in 
France, for the fake of the contrdle, which is 
exafted upon recording them; and this, no doubt, 
facilitates the raifing of the twentieth penny , which 
operates upon all fuch incomes. 

The value once afcertained , the whole income 
is at the mercy of the ftate , in proportion to the 
impoflibility of avoiding it, by any change on the 
• nature of the fund. It is from this circumftance 
that 1 call all fuch taxes arbitrary impofitions. And 
I call them alfo cumulative ; becaufe the reafon 
given by the ftatefman for impofing them, is, 
that it is juft every one ftiould pay a general tax, 
for the fupport of the ftate, in proportion to 
his abilities. 

As thefe taxes cannot be carried beyond the value 
of the income which the proprietor cannot with- 
draw from under the burden, we fee the impof- 
fibility of eftablilhing them upon tha* income which 
proceeds from money. If a tax of fo much per cent. 
be impofed upon money lent at intereft; the 
lender may immediately call in his capital from 
his debtor , and fend it away beyond the reach of 
the tax. If the calling it in be prohibited , then all 
credit is deftroyed for the future, and no more 
money will be lent. Ifthe ftatefman ftiould incline 
to profit of the advantage found in fecuring money 
upon land-property; and if, trufling to the defire 
monied ^people have of fettling their capitals in 
that way , he ftiould take one or more per cent, 
upon capitals fo fecured ; it will ftill have the 
,cfle£l of hurting the credit of landed men, 
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who have frequently no good fecurity but their 
land to give. 

It Wds formerly the pra^lice to allow the land- 
lords to retain a part of the intereft, in confideration 
of the tax they paid upon that part of their land, 
which was pledged for the fecurity of the money 
borrowed; but when credit is once eAahlilljed, 
that regulation has no other effeil , than to oblige 
them to borrow fo much dearer than other people, 
who have no retention to claim. Where indeed 
credit is precarious , fuch a regulation would be a 
premium for good fecurity. 

In general , I believe , we may fafely determine^ 
that all attempts to lay a tax upon tlie income of 
fo fludliiaiing a property as money , where the 
capital is dem:tndable, will prove unfuccefsful. 

The cafe is different, when the capital is not 
demandable , as has been obferved in the end o^ 
the 8th chapter upon public credit ; where we 
were fnggefting a reafon for taxing the intereA of 
national debts , when grown up to the full amount 
of all the income of a country. But a material 
diAinclion was there made, between thofe debt^ 
which were fuppofed to be confolidated into a 
permanent (property, and new contrails which 
were to be confjdered as debts upon that property. 

VS e fee, therefore, the extent of cumulative 
taxes upon poff'effions which produce an income. 
Let us next examine how they may be made to 
'afffcft other articles. 

We have obferved how improper, and how con- 
^ary tq principles it is,/ to inapofe proportional 
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taxes upon thofe branches of fale, which do not 
change the balance of wealth between the contrac- 
ting parties. Yet cumulative taxes may then take 
place; becaufe there is no reafon to make them 
general, or proportional. 

When lands, for example, carry titles along 
with them, as is the cafe in many countries; and 
when , as with us in Scotland they carry a right to 
vote for a member of parliament, a very heavy 
tax might be impofed upon the alienation of them, 
The fame may be faid of every other eftate which 
requires a feudal inveftiture to complete the right. 
Thus the Lots dr vente in France, which is a por- 
tion of the price of fuch lands due to the fuperior 
or lord-paramount of the fee, amounting in many 
cafes to the fixth part of the price, is a hint for a 
cumulative tax to be railed upon the alienation of 
this kind of property. 

Were cumulative taxes properly laid upon per- 
fonal fervice , a regularity in levying them at Ihort 
intervals , and according to fome determinate 
proportion , would do a great deal towards com- 
municating to them all the advantages of thofe of 
the proportional kind. f 

Thus a tax laid upon thofe who work by the 
day , may be levied in fuch a manner as to be 
tolerably eafy. A penny a day ,( or more if necef- 
fary) paid by every induflrious -man, regularly, 
once a week, would foon enable him to raife his 
price in that proportion. But then dedu£lions 
mufl be allowed for all accidental impediments ; 
^nd were a plan to be concerted, many otlie? 
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■ confiderations would enter into it, which it would 
be fuperfluous here to mention , and which , 
perhaps , may occur in another place. 

Tlie two articles which , in analizing the extent 
of proportional taxes , we obferved had efcaped 
that impofition, to wit, money locked yp, and the 
pure profits on trade conllantly accumulated into the 
flock, are equally ill adapted to bear a cumulative 
tax. I can fee no way of taxing money locked 
up, any more than money lent, without opening 
a door to the greatefl opprelTion. And as to the 
pure profits on trade although they appear to be 
income, I rather confider them as flock, which, 
according to principles , ought not to be taxed. 
My reafon for not confidering them as income, 
is becaufe we have fuppofed them to be accu- 
mulated by the merchant into his trading flock. 
They refemble the annual flioots of a tree, which 
augment the mafs of it, but are very different 
from tlie feed or fruit which is annually produced, 
and is annually feparated from it. If they are 
fpent by the merchants, then they are undoub- 
tedly income, and will be affedled by propor- 
tional taxes; but as they may alfo not be fpent , 

' and become flock , the cumulative tax will alfed^ 
them ia both cafe?. ' . 
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V 

The confequences of an Abolition of Taxes, 

Having endeavoTired to deduce the principles 
of taxation , by examining the combinations which' 
occur when we fuppofe it augmented to the higheft 
degree, I muff now loot for new combinations, 
^vhich will fuggeft themfelves upon examining the 
confequences of a total , or a partial abolition 
of taxes. 

So far as taxes are abfolutely neoeffary for the 
fupport of government , no body , I fuppofe , can 
wifli to fee them abolifhed. The object, therefjre, 
of a ftatefman’s attention in levying taxes for indif- 
penfable national purpofes, fhonld turn upon the 
principles we have been examining. What now 
follows relates to the confequences of abolifliing taxes 
once eftabliflied, fo far as it proves a revolution in 
the economy ofaflate. This will lead us to examine 
the confequences of taxes, confidered as voluntary 
public contributions, independently of theabfolute 
neceffity of raifing them to fupply the exigencies of 
theftate. We are therefore to examine the confe- 
quences of fo great a change to the whole body of 
the fociety, confidered as a nation, which requires 
a public flock, to which it may have recourfe 
upon every extraordinary occafion. 

When the intereft of a whole people is examined 
with refpe6l to taxes , they may very properly be 
divided into the following elaffes. 
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imo, Thofe who receive the amount of taxes, 
viz the creditors and fervants of the ftate , and thofe 
to whom they give employment. 

2 t/o, Thofe who advance the taxes , viz. all the 
different claffes of the induftrious. 

3//0, Thofe who pay the taxes , viz. all the rich and 
idle ; or , in other words , all thofe who cannot draw 
back what they have paid. 

In thefe claffes are comprehended thofe who pay 
the taxes , and thofe who receive the amount of 
them; confequently , in whatever. concerns taxes, 
the common interefl of the whole taken together is 
what mufl regulate the condufl of the ftatefnian. 

In order to determine this firftand general queftion, 
vi^ the confequence of abolifliing taxes relatively 
to the cumulative interefl of a whole flate , it is pro- 
per to inquire. 

i/no, What will be the confequence of abolifliing 
taxes, relatively to thofe who now receive the 
amount of them , viz. the creditors and fervants of 
the public, and thofe to whom they give em- 
ployment. 

2 do, What will be the confequences of abolifliing 
taxes relatively to trade, induftry, and manufadlures ; 
that is , whether thefe great objefls are carried on 
to moll advantage , when every individual contri- 
butes largely in providing a fund to be adminiflered 
by a flatefman; or when no body contributes any 
thing , but when every one retains the whole of his 
income , and the profits of his induflry , and difpofes 
of them as he thinks proper. 

• 3/10, What will bp the confequence of abolifliing 
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taxes , relatively to that part of the people who now 
complain that they are forced to contribute to every 
tax , although by their exclufion from the emolu- 
ments of lucrative employments, they bear a greater 
burden than others not better entitled to exemption, 
who thereby profit at their expenfe ? 

To determine fo intricate a queflion, feveral 
combinations of circumftances muft here be exa- 
mined, and from the particulars refulting in every 
cafe, we fliall, towards the end of tl^is chapter, 
endeavour to point out the general conclufion. I 
begin by examining the confequences arifing to the 
creditors , and to thofe who ferve the Aate , from 
the ceffation of thofe expenfes which flow from the 
produce of taxes 7 either in paying the intereft of 
debts, or in defraying the whole ailual expenfe of 
government. 

As to the creditors, this queflion has been already 
difculfed. We have feen that the withholding the 
intereft due to them would have the confequence 
of bringing on fuch a convulfion in the flate, by the 
• breach of faith , and ruin of public credit , as would 
throw every thing into confufion. But with refpeft 
to the fervants of the flate , we muft inquire, whe- 
ther the raifing taxes for defraying this article of 
expenfe be more hurtful to the people in general, 
than the confequences of fuch a revolution in cir- 
culanon and employment , which would follow, 
if the taxes were to be fupprefled,* and the fervants 
employed by the flate difmifTed. 

When the necelRty of raiflng taxes is out of the 
queflion , the hurt they do ip general to a country 
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Is when , by the impofition , the money is taken 
out of thofe hands who would have employed it 
for the advancement of the profperity of the Hate, 
in order to throw it into thofe who will employ it 
oiherwife. From this let us now draw fome corr- 
cluiions. 

I /wo, That if money be taken from thofe who 
would have employed it in feeding themfelves, 
and in continuing their induflry, the Ccllation of 
fuch a tax is in a manner giving bread to thofe who 
are llarving 

ido, If money were to be taken from thofe who ; 
having more than bare necefiaries , would, by its 
life, increafe the demand for domeflic induflry, 
and were that money beftowe8 on a fet of men 
who would employ it in the purchafe of foreign 
commodities ; the ceffation of taxes , in fuch a cafe , 
would , fo far, take the bread out of the mouths 
of foreigners , and give it to our own Countrymen. 

The abolition of the firft fpecies of taxes is ad- 
vantageous to a Hate in every combination, let the 
money arifmg from ft be ever fo well employed. • 
As to tliefecond fpecies , the abolition is not necefi 
fary ; becaufe the vice lies only in the mifapplica- 
tion of the amount. 

Let us then fuppofe taxes to become unneceffary, 
and all thofe of the hurtful kind, depriving the in- 
duArious of bread , and enriching foreigners at the 
expenfe of citizens , to be taken off. 

Suppofe that after all, there Ihould flill remain 
more taxes than are fufiicicnt for fupplying all the 
neceflary charges of goyernment, when adminiflcred 
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with prudence and with economy, and that this 
furplus is beflovved in gratifying individuals , be- 
yond the value of all the fervices they do the ftate: 

I afk whether this fuperlluous expenfe is imme- 
diately to be cut off, and taxes dimininifhed in 
proportion; or whether it would not be more pro- 
per to let the taxes fubfift, and to think of a better 
method of applying the amount of them ? 

I anfwer, that according to the ftate of the queftion, 
the body of the people , who are all made to contri- 
bute towards the enriching of a few of their number, 
may jiiftly complain of the inequality of their 
condition , and have a title to demand an abolition 
of their taxes , unlefs it can evidently be made ap- 
pear, that by granting their requeft , there would 
follow a prejudice to the fiatef, which would affeff 
their own interefts as individuals. 

To difcover how far this maybe the cafe, let us 
form as many combinations as we can, relative to' 
the effcfls of diminiftiing taxes, and candidly exa- 
mine the moft natural confequences of every one. 
If we find that the mafs of a people gain , in general, 
more than they lofe by paying taxes impofed with 
moderation and propriety , and ftill more if it ap- 
‘ pears that their eale and profperity depend upon 
the levying and expending of fuch taxes ; I think 
We may conclude , that all diminutions of them 
which hurt the intereft of the' greater body, are in 
general hurtful to the fociety. 

Let me firft fuppofe a general reform of all uri- 
necelfary expenfe to take place at once, and a 
proportional abolition of taxes to go hand in hand 
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with It. Would not all thofe who at prefent fubfift 
by thefuperfluons expenfes of government, bere- 
duced tomifery ? Would not all thofe who fupply 
unnecellary want, equal to the whole amount of the 
taxes fuppreffed , be forced to be idle in propor- 
tion ? The millions who contribute in paying thofe 
fums would be differently affe£led. ’Iholie who pay 
out of a fixed and certain income, would feel an 
immediate benefit from it ; thofe who contribute by 
proportional taxes would alfo be gainers, (providing 
they be of the idle clafs ; but all the induffrious 
would lofe in proportion, if the prices of fublift- 
ence Ihould not fall with the diminution of their 
taxes. All the manufacturers of excifeable goods, 
who had been ufed toei/t'o/ice the taxes ^ as we have 
obferved , would gain confiderably. For the dimi- 
nution of the taxes would be total as to them, 
though not to their cuftomers ; becaufe traders 
would never want pretences for keeping^up the price 
of their commodities beyond the proportion of what 
it ought to be , when duties are taken off. 

I decide with the greater certainty as to this parti- 
cular , from the analogy it bears to the confequence 
of changing the denominations of the coins in France, 
which long experience fliows never to have the im- 
mediate elFeCI of regulating prices proportionally. 

But as we are here conlidering the confequences 
of a hidden abolition of taxes, let us, for a moment, 
confider , with an eye of humanity, the fcenes 
which would unavoidably open to our view , both 
in, the formerly opulent habitations of thofe who 
were wont to wallow in public money , and in the 

comfortable 
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comfortable dwellings of mahy others of et’^ery 
denomination, who, eith eras the reward of mferifj 
or as the recompence of painful induflry, had fup- 
plied the wants of ufelefs armies , riavies , arfenals ^ 
dock-yards, See. formerly paid out of taxes, novV 
abolilhed, and who thereby had fubfifled and 
brought up their families; 

Are not all thefe children oftheflate? Have 
they not had fathers and mothers who have been 
greatly relieved by procuring fuch outlets for them ? 
Have they not children who are educated and 
brought up with the amount of their falaries , and 
profits of their fervice ? Have they not had peoplfc 
of every clafs of induflry j who have gained theit 
bread by providing for their wants, while they 
were fupplying thofe of the flatej now becorhe 
fuperflubus ? In one world , does not the money 
they receive j circulate and return to the grand riverj 
as I may call it , in the fame manner as that of other 
members of the flate ? ' 

For thefe reafons, 1 fay , that taxes once properly 
impofed, and brought to circulate through a certain 
channel for a longtime, cannot, fuddenly ^ befup^ 
preffed j without occafioning far greater mifery 
and diftrefs than can afife from them , when levied 
with any degree of intelligence. This is nowiffi 
peculiar to the fuppreflion of taxes ; it is equally 
the fame, in every fudden revolution of property; 
When the Templets were univerfally rooted out 
of Chriftendom , who doubts of the afflidlions j 
mifery, and diftrefs, which followed to every elafj 
of inhabitants employed by them , in every king- 
VOL. V. S 
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dom in Europe? Could fo largeaconfumptlon as 
that of fo great an order ceafe at once, without 
/ drawing along with it numberlefs inconveniences ? 
Did not the reformation itftlf , otherwife fo great a 
bleffing , flarve a multitude of poor who were fed 
by the monafleries ? Did not the feculanzation of 
fo many ecclefiaflical benefices do great prejudice 
to many families, by blotting out an infinity of ways 
of procuring an eafy livelihood for their children ? 
Let thofe who do not feel the truth of what I here 
advance, examine the Rate of the proteflant nobility 
in Germany , where you find the fame hardfiiips 
Rill fubfiRing, though in a degree much inferior 
to what it muR have been at the time of this Rid- 
den revolution, which took bread from thoufands 
of the younger fons of noble families. 

Such revolutions have happened; Rich incon- 
veniences have been felt: but they were not the 
deliberate adl of any particular Ratefman. They were 
the effeft of thofe convulfions which the human 
pafTions occaRon. No body can juRly impute them as 
neceffaryconfequences of a reformation in religion. 
But let any Ratefman now, from a cool refledlion 
upon the unneceffary load of employments in 
church, Rate, army, navy, finances, and law, and 
from a principle of diRributive juRice, abolifh at once 
all that is fuperfluaus , and the taxes, at the fame 
time, out of which the emoluments arife, he will very 
foon fet before the eyes of his people, fuch a fcene of 
compaffion, as will quickly blot out the remembrance 
of the favor, 

. We fhould not then find fome individuals reduced 
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to want, but numerous families; not a parcel of 
beggars ftaAred , but induftrious manufafturers ; 
not a fet of ecclf fiaflics , who from their Hate of 
celibacy and retreat, appeared already, in a manner, 
feparated from the commonwealth, but a multitude 
of people conneflcd by marriage, by fociety, and 
by all the tender bends which unite mankind. Such 
a feene, I fay, would not fail to excite compaffion in 
the heart of thofe very men in whofe favor the defo- 
lation was to be brought on ; and theflatefman would 
thereby lofe the tvhole merit of his ill judged zealfot 
diflributive juflice„and be confidered in the moft 
unfavorable light that pafTion or prejudice could 
fuggeft. 

This is a digrefTion introduced with no intention 
to favor a mifapplication of public money , but to 
point out how far a reformation in this particular is 
a delicate operation. 

A good phyftcian never attacks a difeafe by violent 
remedies, when mild ones, with time, may be made 
to ptoduce the fame efFe£L Nothing can refemble 
an ingrained difeafe in a human body, more than an 
ingrained vicious habit in a date. The fpirit of a 
nation is influenced, as has been faid, by theadminiC* 
tration of its government. So large a fum of mifap- 
plied money creates a political difeafe, which muft 
be purged away by degrees ; and new doors muft 
be opened to receive thofe whofe former method 
of fubfiflence is thereby intended to be cut off. 

Let me next examine the confequence of agradual 
and infenfible redmllion of taxes, relatively to trade, 
induflry, and maaufadlures. 

S 2 
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It would be both tedious and fuperfluous to trace 
the fteps by which fuch an operation t)ught to be 
conduded. Let me fuppofe it complete ; but let it 
not be fo very gradual as to blot out all remembrance 
of the age of taxes, and of their effeds. 

We have fufficiently analized the whole progrefa 
of circulation ; we have Ihown how it muft conftantly 
be in proportion to alienation, and how, when de- 
ficient, induftry fuffers a check. Even when peace 
is reftored after an expen five war, we have fhown 
how circulation diminilhes, from the abatement of 
public expenfes, how money fUgnates, and how it 
is confblidated upon property of a more permanent 
nature. 

Let us now apply thefe principles to the queftion 
befor^ us. Let taxes be aboliflied ever fo gradually, 
the circulation of the exchequer muft ceafe in pro- 
portion j confequently , the whole alienation , and 
the whole induftry which is the objed of that ^ 
alienation, muft ceafe alfo. The money iffued 
from thence at prefent, continues its progrefsfrom 
hand to hand , and all is found neceffary for circu- 
lation , in this age of taxation , as we have called it. 

What a deal of induftry is implied in the circulation 
of a fum equal to all the taxes! Let thofe who 
chufe to calculate , flate the following proportion, 
beqaufe 1 will not here interrupt my fubjed. . , 

• As the whole money of the country is to all tlie 
alienations performed by it, fo is the fum of taxes 
to that part of alienation which will fall with them. 

If a gradual diminution of taxes muft have the 
''effed of extinguifbing fo much induftry, it will 
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have the efFe£l of ftarving the indullriout who lived 
by it. But before they Aarve , the price of work 
mu A fall below the price of the narroweA fubfi Aence : 
becaufe the never failing foreign demand for fubfi A- 
ence; will keep it above the rate of their flender 
abilities , as long as any trade remains. 

To imagine a foreign outlet for cheap manufac- 
tures , while the fubfiAmce of workmen is at par 
with other nations, is a!(jinA all principles; as it is 
again A experience, to fee a country without revenue, 
and without taxes, carrying on with fuccefs the 
operations of induAry and foreign trade. 

Compare, therefore, the Atuation of fuchmanu- 
fadurers with thofe in the age of taxes. Compare 
thofe who would augment a fupply far beyond all 
the demand for it , with thofe w'ho are paying large 
taxes , and as regularly drawing them back , either 
upon the fale of their work , or in confequence of 
wages which enable them to be idle two or three 
days in a week. 

In fuch a Atuation, how ardently would the 
former wilh to fee the idle confumers furnifliing 
again a copious fupply of money to government , 
for removing fuch inconveniences. They would 
then quickly perceive that they had not been of that 
clafs which had felt the load of taxes ; they would 
recal to mind the joyful hours they had fpent in 
public houfes; the fortunes which every induArious 
man might hope to accumulate, while every branch 
of induAry was kept alive, by the means of a 
copious circulation. 
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If, therefore, the induftrious cbA’cs of a people 
cannot be benefited by an abolition of tjxi s ; ler ug 
next inquire , to whom the advantage would accrue. 

It has been faid , that the idle confnmers pay all 
taxes of the proportional kindj the proprietors of 
lands, houfes, &c. bear every where a very large 
fln re of taxes both proportional and cumulative. 
Thisclafs of men, theref^e, arethofe who bid the 
faireftto reap a benefit an abolition of them. 
But the proprietors pf lands are by no means included 
in the clafs of idle confumers, in every refpe£l ; 
although they may be confidered in th it light, with • 
refpe£l to fuch taxes upon their oonfumption as 
they do not draw back from their dirtft induftry, 
in producing fome manufa 61 iire which they may fell 
again, with a profit proportional to the tax they 
paid. They are mafters of a property, which , in a 
country of induflry, is daily augmenting in its value. 
Their fortunes; often fwell fafier than thofe of any 
one clafs of the indullrious ; but they augment by 
annual income ; the fortunes of all the reft, increafe 
by the capital. Every penny raifed in a landlord’s 
rent, is equivalent to half a crown gained by a 
merchant. 

If it be true that taxes, rightly impofed, do n» 
prejtidice to any of the manufa 61 uring, or any-wife 
induftrious claffes of a people ; and if it be true, that 
an abolition of thofe taxes, by contrafling circula- 
tion, would difcourage induftry; then we may de- 
termine that the landlords would lofe much more in 
finding the improvement of their lands interrupted, 
than all they can gain by adding their taxes to theix 
prefent fonunet. 
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Combinations of this fort are lo involved, that I 
cannot pretend to unfold theinftep by ftep, as might 
be done in cafes of a more fimple nature., THe con- 
clufions therefore drawp from refearches of this 
kind, do not command that alTent, which we find in 
a manner extorted from us upon other occafions. In 
this chapter, I have not undertaken to demonffrate 
that the judicious impofition of taxes is advantage- 
ous to a country in every refpefl. My view is to 
point out the advantages they ailually have. The 
common opinion is that they are hurtful. Oiir 
feelings, however, have raifed doubts with many 
great men concerning the truth of that propofition. 

If my inveffigations, however imperfedf , and how- 
ever liable to objedUons, ihould faciliate to others the 
clearing up a point, which is beyond the reach of my 
capacity to extricate, this confideration will be a 
fulRcient encouragement for me to proceed. i 

Let me, therefore, lay afide the thoughts of anali- 
zing the effe£b of taxes, with fuch accuracy as to form 
a demonftration of their being more beneficial than 
hurtful to an indufUious nation, and that the throw- 
ing them back into circulation does more good, than 
the raifing them does harm. But let me fhow , in 
general, that the intereA of landed men, who, I think ' 
have, beyond all doubt, been proved to be thofe 
who, in the firA place, pay a confiderable part of 
proportional taxes , does by no means require an 
abolition of them. , 

The proprietors of lands, whom we have hitherto 
confidered as being of the clafs of the idle confumers, 
advance their rents by the great demand produced 
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for fubfiftence, in confcquence of induftry. This, if 
^ it does not raile the price of fubfiftence, keeps it, at 
leafl, at an equal flandard; and that ftandard muft 
bear a proportion to what is wortli in other nations, 
as long as trade fubfifts. But let trade decay , let 
domeftic induftry tail, it will not he the foreign price 
which will then fupport the rate of our markets. 
What a multitude of circumfl^nces contribute to the 
' exportation of our fuperfluity ! I can fend from 
Cliaring-crofs, any parcel whatever, to the diftance 
of fifty miles, cheaper than from my ,own country 
habitation, where 1 can have a man, with a cart, for 
two Ifiillings a day. From Charing-crofs, I can fend, 
at an hour’s w'arning, many thoufand tuns weight: 
here 1 could not do the fame in many weeks. Near 
|-.ondon, an extended common may heinclofed and 
improved in a fealon : here, the improvement of a 
fmall held is the bufmefs of a man's li^ Let me eveq 
confider how matters are changed within thefe fifty 
years. Undertakings which now are executed with 
little difficulty, were then abfolutely impra£Ucable. 
An army was neceflary thirty years ago to make a 
road of a hundred miles, and the inhabitants were 
aftonifbed at the execution of it 
' Were it neceffary, at this time, to do as much 
every year, if money be but provided, hands will not 
be wanting, either to condu£f or execute the plan. 

The number of people, well employed, mdkei t\\Q 
profperity of a ftate ; and the profits of the opulent 
^lafles, by the augmentation of induftry, more thaq 

■ ^ 'Wade’s road through the highlands of Scotland. 
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compenfates all the burden of their taxes. They grow 
in relative wealth; and the acquihtions they make, 
are commonly exempted from the cumulative taxes 
raifed upon their pofl'eflions. In proportion to tlieir 
induflry in improving their lands, their fortunes 
augment. The prefent fyftem of taxes does nottin- 
terrupt their operations. Were any great cliange in 
that particular to take place, which might link the 
market prices of fubfiftence , even allowing that it 
would prove an advantage to foreign trade, they, I 
am fure , would be the firft who would feel the in- 
convenience. 

It may be wondered, why I have not fuggefted, 
as a confequence of taxes, the increafe upon the price 
of the earth’s produilions, which is a direftindem-. 
nihcation to all the landed intereft , more than 
equivalent to the taxes they pay. But taxes upon 
land, do not augment the price of grain, as they 
raife the price of excifeable goods. The reafon is 
plain. The tax upon land affeds only the proprietor's 
fliare of the produce of his lands : were he to attempt 
to raife the price of his grain, in proportion to the 
tax he’pays , his farmer, who pays no land-tax for 
his portion, would underfell him in the market. A 
tax never can raife a price, except when it is laid on 
fo univerfally, as to make it impollible for any perfon 
to avoid it, who fells in competition with another 
who pays the duty. It is from this principle that 
fmuggling often ruins fair traders: the linuggled 
goods are fold cheaper than thofe which pay duty, 
and the fair trader is tjiereby forced to fell below 
what he can ailor4<. 
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On the whole, I believe that when this queftion 
Is thoroughly underflood, it will be found, that taxes 
affeft prices far lefs than any one could imagine ; 
except in the cafe of excifes, rightly impofed, and 
levied without fraud. There indeed they have their 
effeA , but in every other mode of impofing them, I 
am apt to believe that they do not produce the con- 
fequences commonly afcribed to them. 1 have 
already fuggefled the reafon in a former chapter 
upon this fubje£l; where the influence of competi- 
tion in the markets where commodities are fold, hag 
been proved to work more irrefiflible elTe£ls in regu- 
lating the price of work in general, than any thing 
that taxes, not immediately impofed upon the very 
article of confumption, can produce. But ifin fpite 
of all that has been faid, it fliould be urged that the 
prices of labor and manufa£luresrife in proportion 
to taxes, I anfwer, that the difficulties refultirig upon 
this hypothefis, would be many more than could be 
objeiled to the other theory. Could, for example, 
any man affign a reafon, why a pound of the beft 
fnuff in England fhould be fold dearer than in 
France, where it pays a duty of above two fhillings 
fterlmg; why many articles of manufa£lure can be 
afforded cheaper in England, than in Scotland, where 
taxes are certainly lower, and althongh a day-laborer 
in the firft be paid a fliilling , and in the laft little 
more than eight pence; why fubfiftence fhould be 
abfolutely dearer in Scotland than in England, taken 
upon an average; why'univerfal experience fhould 
prove, that when the price of fubfiftence is raifed by 
fcarcity, work inftead of rifing, is conflantly lower 
than at other times ? 
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from all thefe appearances, added to the argu- 
ments I have ufed to prove that taxes are not pre- 
judicial to induftry, I conclude, that the theory I 
have attempted to give is juft in the main ; and that 
when taxes are judicioufl’y impofed , and a£lually 
levied without opprellion , they enrich a nation. 

1/720, By putting into the hands of a good ftatef- 
man, the means of removing every abuf&; of ren- 
dering the ftate refpe£fed by its enemies ; of fup- 
porting every clafs of induftrious inhabitants , "when 
their particular branch falls under diftrefs ; of 
providing an outlet for many young people, who in 
time become ornaments to their country, and inftru- 
mentsof her defence; of fuppor ting foreign trade by 
bounties on exportation ; of encouraging the im- 
provement of lands, the eftablifli ment of colonies, the 
extenfion of fifhefies, and every other fcheme for 
augmenting the'*produ£lion of fubfiftence and 
manufa£lures. 

ado. That the multiplication of taxes, exclufive 
of the encouragements juft mentioned , which are 
bellowed gratuitoufly on trade and manufai^ures, 
do, of themfelves, and independently of the ,proper 
application of their amount , augment, demonftra- 
tively, the mafs of circulation, alienation and induf- 
try; and in this refpeiA may be confidered as a 
voluntary contribution , in the firft place at leaft, 
from the rich who pay them, to the induftrious who 
diredlly draw them back. 

3/2*0, As to that part of the people, who pay their 
taxes without lharing the advantages of thofe who 
fervcthe ilate in lucrative employments, 1 lay the 



Digitized by Google 



PRINCIPLES OF 



Book V. 



s6% 

induftrioos part of them pay nothing; and the 
demand for wliat they produce, is greatly increafed 
by the expenfe of thole very men who are the 
objefls of their envy: and farther, that if an alteration 
were to be made on the revenue, by any abolition 
of taxes , thofe who imagine themfelves hurt at 
prefent, might find, by fad experience, a much 
greater, and much more real hurt, from what would 
difiurb the harmony of the prefent fyftem. 

To conclude, we have a tolerable notion of the 
Rate of induflry in former times, when taxes were 
little known : we may fee the progrefs it is making 
in countries where, at prefent, impofitions are 
comparatively lower than elfe where; and we may 
compare the Rate of thofe countries with our own, 
as to eafe and happinefs. From fuch inquiries, 
nothing, I apprehend, can be concluded in favor 
of the progrefs of induflry, from an abolition of taxes. 

That fuch an abolition m'ay produce fome good 
effefl, as yet unknown, I fhall not pretend to deny : 
we have not lived long enough to fee any experiment 
of this kind put in pradice. 

From the expofition I have given of this matter,' 
there arifes a great difficulty to be folved. 

Taxes are paid, no doubt, and nobody’according 
to this theory feems to pay them. The induflrious 
draw them back; the proprietors of land and folid 
property are faid to be indemnified ; prices, it would 
appear, are not to fall by a diminution of taxes, 
in favor even of the moft idle confumer ; they are 
jiot made to rife in confequence of an augmentation 
on them: Whence then do taxes proceed p From 
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what fund do they arife ? What intereft do they 
affe£l ? I can folve all thefe difficulties , by an an- 
fwer to another queftion. From whence arifes the 
value of a fmall parcel of flax , when wrought into 
fine lace ? It arifes from the price paid for time well 
employed ; which produces nothing when fpent in 
idlenefs. This is the fund out of which the greateft 
part of taxes is paid ; it is a fund created by the in- 
duftrious Britons, which I hope' will increafe for 
many centuries , tlio’ taxes fliould increafe in pro- 
portion. • It is worth more than ten times all the 
taxes which could be raifed, and all the landed 
property without it. Let that time be fpent in idlenefs, 
and the whole produce of this ifland would not 
fupply the expenfes of government for a month. 

/ 

. , C H A P. X. 

Are taxes a fpur to indufhy, as Jpine pretend ? 

> ' ' '■ 

• V 

It is not eafy to find out, A priori, how taxes fhould 
prove a fpur to indullry. What makes feveral peo- 
ple adopt this opinion is their feelings, in confequence 
of many circumftances arifing from experience, 
rather than what reafon , or the nature of the thing 
has pointed out. But as nothing can be produced 
Vvithout an adequate and natural caufe , it is proper 
to examine this political problem , by an applica- 
tion of the principles we have laid down in the 
former chapter's. If thefe be juft, we fliall difcover 
by them, bow it happens tliat in countries where 
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taxes are high , where living is dear , and where 
every circumftance feems to render the means of 
fubfiftence difficult to obtain , people live in the 
greatfcft plenty , are beft and moft eafily fubfifted , 
and that induftry there makes thegreateft progrefs. 

Frjr the folution of this queftion, let us call to 
mind the principles which influence the multipli- 
cation of mankind, and the increafe of labor and 
induflry , laid down in the firft booL We there 
explained how the wants of mankind promote their 
multiplication; 

Money , the inftrument of alienation , was re- 
prefented as the primum mobile in this operation ; 
a defire ih the rich of acquiring every thing with 
moni'V , that is demand , was fliown to be the fpur 
to indullry in the poor. Itwasfaid, that if riches 
did not infpire a tafte for luxury , that is for the 
'confumption of the labor of man, thefe riches 
would not circulate ; and that they would then 
be adored rather as a god , than made fubfervient 
to the ufes of men. 

Connell herewith that the impofition of taxes i$ 
a method of bringing money into circulation ; that 
thofe of the proportional kind have the effeft of 
drawing from the rich, an additional price upon 
every thing they buy, which goes for theufeofth? 
flite, anfl which othervvife would' not have entered 
into circuhfion at that time. 

From thefe principles , I conclude , that taxes 
•promote iiiduflry ; not in confequence of their 
being raifed upon individuals, but in confequence 
of rheir being expended by the ftate; that is, by 
incieaiia^ demand and circulation. 
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From the principles above laid down j I cannot 
difcover tlie fliadow of a reafon, to conclude that the 
taking arbitrarily away from fome individuals, a 
part of their gains by cumulative taxes, or pro- 
portionally from others, by augmenting the price of 
what they buy and confume, muft in any refpe6I 
imj)!y an incitement in the cotifumers to demand 
more; and without this it never can excite the 
iuduftrious to augment the fupplj'’. 

1 readily allow that every one who has been 
obliged to pay a tax, may have a deftre to indemnify 
himfelf of the expenfe he has been put to, by aug- 
menting his induflry ; but if on the other hand, taxes 
have put every on to a confiderable additional 
expenfe, in proportion to his eftate, it would be 
abfnrd to alledge this diminution of his fortune, as 
th^ caufe of a defire to augment his confumption. 

Examine on the other hand, theufe made by the 
flate of the money railed, and you will eafily perceive 
the juftnefs , I think, of the above mentioned prin- 
ciples. This money belongs to the public, and is 
adminiftered by private people. Public expenfe is 
defrayed with a full hand ; they who beftow the 
money, beftow it for the public, not for themfelves; 
and they who work for the public, find, or ought to 
find, the greateft encouragement to be diligent. 

Every application of public money implies a want 
in the ftate; and every want fupplied, implies an 
I encouragement given to induftry. In proportion, 
therefore, as taxes draw money into circulation, 
which otherwife would not have entered into it at 
that time, they encourage induftry ; not by taking 
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the mohey from individuals, but by throwing it 
into the hands of the Rate, which fpends it; and 
which thereby throws it direflly into the hands of 
the iuduflrious, or of the luxurious who employ 
them* 

It is no obje£lion to this reprefen tation of the 
matter, that the perfons from whom the money is 
taken, would have fpent it as well as the Rate, The 
anfwer is, that it might be fo, or not : whereas when 
the Rate gets it, it will be fpent undoubtedly. Befides, 
had it been fpent by individuals, it would have been 
laidout for thefupply of private wants, which are not 
near fo extenfive as thofe of the public : and farther, 
when money is fo taken from rich individuals, it 
obliges them to find out a way of procuring more, 
out of their folid property ; and when this facility is 
not procured for tliem by their Ratefman , we ’fee 
how taxes become both oppreflive and ill paid* On 
the contrary, when it is provided, either by the 
returns of foreign trade, which greatly augment the 
coin of a country ; or by banks, wliich melt down 
property into paper circulation ; we fee taxes aug- 
menting conRantly, without creating any impedi- 
ment to confumption, ordifcouragementto induRry. 
All thefe confequences hang in a chain, and hence 
the folidity of the principles upon s\ hich they depend 
may be gatliered. 

After this folution of the queRion propofed, let 
thofe who are verfed in hiRory combine circumflat>- 
ces, and examine whether fa£fs do not prove the 
truth of what 1 have faid. 

During the time of the Roman empire, when the 
, riches 
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riches of Afia fiovved into the coffers of Rome, and 
were conftautly exh.nilled by tiie prodigality of the 
emperors, we perceive, from many circumflances, 
to what a degree the confumption of fuperfluities' 
augmented. The price of certain commodities rofe 
to an exceflive height; indiidrious people, of the 
lowefl extratTtion , were daily feen to amafs prodi- 
gious fortunes: thefe are proofs of circulation. But 
when we confider the expenfes of a Luculhis, or of 
a CrafTus, who confumed, itisfaid, the work of ten 
thoufand flaves, and compare the confequence of 
that confumption with the expenfe of a modern, 
who fliould confnme the induflry of ten thoufand 
freemen, wefhall find a wonderful difierence in the 
effedls of the one and of the other, with refpedi to 
circulation, and theencouragementgivento induAry. 

Tliere was no alienation between CralTus and iiis 
ten thoufand flaves, notwithflanding all the work 
confumed; confequeutly , the only circulation 
implied by this confumption was in proportion to 
the neceffaries which the maAer was obliged to 
purchafe for fo great a multitude: and if we Aill 
fuppofe all thofe neceiTaries to have been produced 
by their own labor, then the Aate of Rome could 
not, but by an arbitrary impofition laid upon Lu- 
cullusand Crnfius, draw one farthing out of their 
coffers ; confequenily, induAry could not increafe in 
proportion to theloads of wealth brought from Afia 
by thofe generals. Whereas were Lucullus now 
at London, or at Paris, he would not be able to fpend 
a fhilling, without giving a penny, and perhaps more, 
VoL. V. - , T 
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, out of his treafure to the Rate , ^vhich would im-; 
/ mediately throw it back into circulation. 

As we are now on the fubje£l of circulation 
among the ancients, let me briefly trace the progrefs 
of it in Europe, through different modifications , to 
our own times, and fo clofe this chapter. 

When the feat of empire was tranllated to Con- 
ftantinople, and all the Afiatic provinces attached to 
the Emperors of the Eaft, a flop was put to the 
augmentation of coin and bullion in the empire of 
the Weft. A conftderable part of what had formerly 
been there returned to Conftantinople , and the 
remainder fell a prey to the barbarous nations which 
over-ran it. This may be called the firft period. 

Thefe barbarians, by enflaving all the ancient 
inhabitants, and by forcing them to perform every 
kind of fervice, mull have had little ufe for coin. 
What they coined appears to have been broad and 
thin. 

Let any one reflect upon the infenftble wafte of 
filver plate, and the ftill greater lofs on coin which 
circulates ; the vaft fums carried off in the time of 
the Croifades; the quantities buried or thrown into 
rivers in times of devaftation; and add to thefe 
circumllances, that from the fifth century after 
Chrift, till the difcovery of the Indies, there was, 
probably, little or no filver or gold brought into 
Europe ; and it will appear very natural, that coin 
fhould have been at that time much more fcarce 
than formerly. 

How contra£led circulation was during the i 3 th 
and 14th centuries, may be gathered from the an-* 
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ccHote concerning alienation in France, mentioned 
in the third chapter tipnn public credit. 

But fartlier, tlie gitat fuhordination eliablinied by 
the feudal form of government , and the military 
fervices to wliich fuch numbers were bound, had 
the efleft of preferving the ancient fimplicity of 
manners, fo unfavorable to indnflry. The confe- 
quence was, that Princes could raife no taxes; and 
that all the money the people had was locked up in 
their chefls. VVe know there were in thofe days 
abundance of wealthy people; but their wealth 
infpired them with no difpofltion to confumeat tlie 
expenfe of ready money. 

1 he difeovery of the Indies opened athird period, ' 
and threw great riches intix the hands of the Spani- 
ards: the houfeot Auflria was the fit A enriched, and 
appeared with great fplendor for fome time. Charles 
V. by his extenfive dominions, had an opportunity ’ 
of diftributing this new gotten treafnre among his 
fubjefls in Handers, his native country: this fet 
indultry to work in that quarter; The Portugneze 
difeovered the Eaft Indies: a new enticement to 
luxury; a new motive to become expenfive. The 
Hollanders became a trading people , and with the 
money which their induftry had drawn from the 
magniheent Spaniard, they fhook off hisyoke. Money 
infenhbly began to circulate. Princes immediately 
found, as has been faid in the lecond book, that it 
was neceffary for them alfo to augment their 
revenue, in order to maintain a proper fuperiority 
over tlieir fubjects in point of riches. The increafe 
ot circulation among individuals made it more eafy 
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to raife taxes ; and the throwing the amount of them 
back again , in gratifications to the chief people of 
the ftate, engaged thofe who came by money in a 
manner gratuitoufly, to expend it as freely as they 
received it. No wonder, then, if Princes found it an 
'eafy matter to load their fubjefls. They were fup- 
ported in this fchebae by the great men of the 
ftate, who found a benefit from it. This revolution 
has totally changed the face of affairs in the prefent 
period of circulation.' Courts are fplendid ; armies 
are numerous; buildings, in cities and in the coun- 
try, are magnificent; an old city, compared with a 
new one, appears hideous; all public works are 
carried on with that folidity which we admire in 
thofe of ancient Princes and ft ites, when nations led 
into captivity were employed to perform them. In 
thofe days the magnificence of Princes was in pro- 
portion to the groans of their fubjefts ; now they 
are in proportion to their wealth and eafe. Whence 
proceeds the difference , tlie tfFe<51s are the fame ? 
From good government, and a well regulated 
political economy. 

C H A P. XI. 

Confiderations upon Land-Taxes , with fame Obferva- 
tions upon thoje oj England and France. 

C)f all the kinds of cumulative taxes , that which 
is properly impofed upon lands feems thebeft: that 
is, it implies the fsweft inconveniences to theperfons 



Digitiz.ed by GoogI 



Chap. XL POLITICAL ECONOMY. 



paying, and to the ftate in raifing it. That it is an 
unequal impofition is plain and certain ; this charao- 
ter is unavoidably attached to every fpecies of cumu- 
lative taxes , in one way or other. It has alfo the 
efieft of calling a general difcredit upon the purchafe 
and improvement of land j becaufe the proprietors 
are naturally expofed to augmentations, which may, 
almuft w'ith the fame eafe , be carried to the total 
amount of the income , as to any proportional part 
of it. This has been mentioned in a former chapter, 
where the intereft of a nation’s debts was fuppofed 
to increafe lo as to equal the value of all the land- 
rents, and the whole revenue of individuals. 

Land-taxes are impofed in various forms in different 
countries , and all are fuppofed to bear a deter- 
minate proportion to the rent. This, however, 
is never, nor indeed can it ever be the cafe. The 
value of land is varying perpetually, from the indnflry 
of the inhabitants. Befides this inequality, there 
are other inconveniences proceeding from the une- 
qual diflribution of property. In Scotland , for 
inflance , land is divided into large portions ; very 
few fmall lots are to be found. The clafs of farmers, 
for the moft part , labor the lands of others , who 
have large poffeirions. This is lefs the cafe , I 
believe , in England , and ftill lefs in France and in 
Germany. A land-tax , therefore, being fuppofed 
univerfal, would, in Scotland, do little harm: in 
England, it falls heavier upon the fmall proprietors ; 
becaufe the fum exacted bears a greater proportion to 
the fuppofed fuperfluity of the proprietor. In France, 
it is ftill worfe ; for there the exemptions of the num- 
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erous cbfs of nobles, and mnny other circnmnances 
mentioned above, entirely deitroy even the fliadovv 
of proportion It is out of my wny to enter into any 
long detail upon this head , with refpecl to dillerent 
Countries, 

I fliall therefore confine myfelf to a very few ob- 
fervations upon the method of laying this tax in 
England ; and upon a projcft which has been long 
in agitation in 1" ranee , to raife their land-tax by 
way of tithe upon the fruits. 

This fcheme was hrfl propofed to the late King of 
France, hy the Marei'lial de Vanban , in 1699, and 
the propofal was renewed fome years ago in a per- 
formance called the Reformateur. But as it would 
prove hurtful and burdenfome to France, in a great 
degree, from a circumhance which has not been 
attended to , the examination of this fyftem of 
taxation will ferve as a good illuftration of this part 
of our fubjeA ^ 

The land-tax in England has , in my humble 
opinion , two remarkable defedls. Firll, The fums 
impofed at fo many fiiillings in the pound * upon 
every dirtri£I of the kingdom, whether cities, towns, 
tiniverfities, or open country , even upon the King’s 
palaces , inns of court ^ &c. are not diftributed 

according to any rule of proportion upon the pro- 

. * That the afTerrme-ts , in the annual atft for the land-tax , 

■re genera'ly underftood to be at the rate of 1, 2, J, or 4 
ihil 'ings in the pound, is true; but it is to be obferved , that 
ro fu:h rate is mentioned in the llatute with refpedt to real 
cilates or land. The rate of a certain number of fhilfinges in 
(he pound occurs only with regard to perfunal property. 

I 
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perty of individual? ; but this operation is left to 
affe/Tors. 

Secondly , All perfonal eftales, except property 
, in the public funds, and ftock upon land , fuppofed 
necelTary for agriculture , are charged in the fame 
proportion as land-rents. 

1 lliall now poiht out the inconveniences and 
bad confequences of thefe two capital defefls. 

When a tax is impofed at fo many fliillings in 
the pound upon the income of a whole diftri^I, 
every article of the property which produces it 
ought to be fpecified. If this be omitted , there is 
a legiflative authority veiled in thofe who make 
the diflribution. 

The articles which compofe the whole property, 
and the revenue of each article being once deter- 
mined , the ftate has it in its power to impofe the 
tax according to \vhat proportion it thinks fit ; of 
one, two, or more fliillings in the pound. But 
then , in favor of the contributors , the different 
articles which produce the fuppofed total , ought 
either to be fpecified in the law, or reference fliould 
be made to a book of valuation where they are 
recorded. 

It is no eafy matter to frame the valuation of all 
the property of a country : and it is a fcheme I 
Ihould be very far from propofing , unlefs the fpirit 
of a nation took fuch a turn as to wifli for it. But 
where a determinate fum has been in ufe to be levied 
upon a certain diflridl, it does not appear fo difficult 
to make a proportional diflribution of itaccording 
to equity, and to adhere for the future to that 

J4 



PRINCIPLES OF - • Book V. 



aSo 

diftribution , confulering it as a ;;rnoor/;owfl/ valua- 
tion , it not a real one. Tliis is clone every year, 
and without it no luch tax could be railed. But 
when annual diflribtuions are made, difeontents 
ConAantly arife; and the pretended -equality thereby 
obferved , produces worfe ellecls than the inequali- 
ties which would follow from the other fcheme: 
becaufe the change in the relative value of pof- 
fefrions would then be chiefly owing to the in- 
duftry ofevei y proprietor in improving his lot. 

How valuations in Liigland were made originally 
I cannot tell , hut in hcofl.md , it is very certain , 
that as to lands they were all fet down in a book of 
valuation at their liippofed rents at that time. So 
let the fum railed be what it will , every man at leaft 

** There is no veftige in the hiftory of England, fince 
Doom’s -day book, of any regular valuation being made 
of all the lavdf of the kingdom, nor ofany tax impofed , 
Jinf;ly, on that branch of property. 

The fubfidie? , monthly afTeffments , and pound rates, in 
the different ftages of the monarchy, have been mixed duties; 
com,io cd of a cha-ge upon the lands , upon the money and 
pc Tonal eftates of the fubjeci; , and frequently including a 
po l-r.'x , where qualities, that is rank, were differently 
charged. 

The whole opera’ion of diftributing and raifing this doty, 
Jr>s been by commillioners named by the King , or by par- 
liament , who fometimes upon oath, and fometimes not, 
jrquirid into the extent of every one’s private fortune, 
and affeffed them accordingly. Whoiver wifhes to have 
a more full account of this confufed method of raifing a 
land-tax in England , may confult Davenant’s Ways and 
Me ns. Article of Monthly AfTeffments,. and Aids upon a 
Pound-rate. , 
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knows th.it his proportion muft be according to his 
valuation in the general regifter. 

In England, the cafe is totally different. The 
proportion every diflriiH is to pay, is indeed recorded 
by an original diftrihution made many years ago 
in King William's time By this it appears what ' 
every city, county, univerfity, &;c is to pay 
according as the tax is impofed at one, two, three, 
or four ffiLllings in the pound. Ihis is precifely 
! the regulation in France, as lhallbe more iully ob- 
I ferved; but ftill fuch regulations nowife prevent 
the moft grievous inconveniences which attend 
this tax; becaufe the burden of it does not confift 
in the total amount, fo much as in the partial dif- 
tribution npon the inhabitants in every fubdivifion. 

In England , let me fuppofe the proportion of 
the general fum for a particular diflridl to be ten 
thoufand pounds , at four Ihillings in the pound. 
How is this to be levied as the law ftands? InAead 
of books of valuation, which fliow at leaft the pro- 
portion of every man’s property, if not the real 
value of it , affelTors are conftantly called in , who, 
j examine the rents of all the lands according to the 
j laftleafes of them. If they have been improved and 
L let at a higher rent than formerly, the proportion of 
!i the tax is augmented. If they have not been let, but Aill 

j remain in the poffeffion of him who improved them, 

the tax is not augmented. If the tax be found to fall too 
j heavy upon the lands and houles,then perfonal eAates 

i are made to contribute, as is the cafe in London. All 

queAions or difputes about the repartition of the tax ' 
I are determined, without appeal to the courts of law, 

I by the commiflioners appointed for laying on the tax} 
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ns in France they are determined by the Intendant. 
AVitliout this regulation all would run into con- 
fufion, for thereafonl am now going to mention, 
and wliich regards the fecond defcdl in this tax. 

Any proprietor of lands is entitled , from the 
words of the flatute, to infill that the whole per- 
fonal ellates of thofe of tlie diAri£l fliall enter into 
computation of the total value upon which the 
fum impofed is to be affelTed. W'ere fuch quef- 
tions to come before a court of law, where the 
judges are obliged to determine almoA according 
to the letter of it, I believe no laild-tax could be 
levied in that kingdom. But manners, not laws , 
govern mankind. The fpirit of the EngliOi nation 
IS fuch , as to be incompatible with every thing 
wh.cli favors of opprellion. Hence the few 
complaints againll the aAelfors, or thofe who 
judge between parlies. And as the land-tax is 
levied without any complaints, except as to the ... 
total amount ; while that remains the cafe , the • 
fewer the innovations made upon it are, the 
better. 

In France , the fum of tlie tailk to be railed upon 
tlie kingdom for the year is determined in the King’s 
council j and the proportion of every diArifl (called 
an Election) is there particularly fpecified. The 
diAri£l of an Intendant is called a generality , and 
comprehends in itfeveral eleilions. The Intendant, 
therefore , makes the diAribution of the general fum 
impofed upon every ele£lion , and upon every 
town , village, and parilh in it , according to a cer- 
tain proportion j and rules are preferibed to the 
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colleflors of every parifh, concerning the method 
of taxing every fpecies of income, every emolument 
ofinduftry,cven every a;iimaHn the pofleflion of thofe 
whoarefubje£Itothistax.Thisproportion is calculated 
to carry the moft fcrupulons attentionto every man s , 
' gain, upon all belonging to him, and upoa 

: every poffibility of making profit by indufli y. All this 

j is carried into execution with the g^uA fetniing 

equality in the minute fubdivifi-ms. 

' But as the firft impofuion of the tax is not pro- 

I portioned to the a£lual value of the income it is 

I intended to affe£f, and as the Intendant does not 

fet out by a particular valuation of every man’s 
pofTeflion , before he diAributes the tax upon the 
feveral pariflies , he is obliged to make up the 
deficiencies by fecond and third diAributions. * 

1 Although this laille affe£ls every fpecies of property 

i producing an income, as well as every kind of in-* 

duAry and employment , it does not affe£I every 
landlord for his rent , fo much as every cultivator 
under leafe, for his fuppofed proAts. 

Land-rents in France belong, for the moA part, 
to the higher claffes ; and thefe, whether they be well, 
born or not, are exempted from this tax, providing 
they be noble ; a word which has no reference to 
birth, but to certain privileges which any man, who 
has money i may acquire. 

It was in order to avoid this exemption , that 
the Marechal de Vauban wanted to fubAimte a 
tenth inAead of the prefent taille-, for a reafon we 
fliall prefently fee. 

All the land-rents , therefore , of the nobles are 
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exempted from thetaille, and are only affefled by 
vingtiemes and dixiemes ; but when they cultivate 
thefr own lands, their privilege of exemption from 
the taille is confined to as much as four ploughs can 
labor ; and this farming muft lie carried on by 
menial fervants , unmarried , in order to prevent 
fuch proprietors from defrauding the tax, by really 
letting their lands under pretext of holding them 
in farm. 

This exemption , as to their land-rents, is more 
apparent , however , than , real. It is not the 
lamh of the nobles , but the rent paid out of them 
which is exempted from the taille ; confequently, 
by impofing an exorbitant taille upon the leffee y 
very little remains for the land-rent j and this tax 
being bid upon a fet of people who are loaded 
with many others, is in the end more burdenfome 
to the proprietor , than if he paid it himfelf. But a 
change in this policy is impradicable. The gentle- 
men of France will probably never fubmit to a 
taille.-, and although, by yielding up that point of 
delicacy, their rents might be raifed in the end; 
yet as matters Band , they know they enjoy the 
rents they have , free of tax , and if once they were 
made to pay any part of them , they do not know 
where fuch payments might terminate. 

To avoid the infinite opprefTion which refults 
from the French principle of fliaring every man’s 
profit as foon as he makes it, the Marechal de 
Vauban propofed to abolifli the taille , as it is paid 
atprefeut, together with the capitation, indujlrie , 
and all the train of cumulative taxes committed to 
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the management of the Intendants ; and to eflablifh 
in their room what lie called a royal Tenth, mean- 
ing by this term, a proportion of all the fruits of 
the earth, fimilar to what is eAabliflied in favor 
of the clergy. This he propofed to lay on , ac- 
cording to the exigencies of the ftate , from one 
twentieth part to ,one tenth upon every article of 
the grofs produce of land, over all France. This 
he imagined to be equal to one tenth of the land- 
rent. And the author of a book publilhed under 
the title of the Reformateur, containing a new plan 
of taxation , in which there are fome things worthy 
of obfervation, follows in this particular the 
Marechal de Vauban, without ever confidering 
the true nature of a tax of this kind. 

Of all the taxes upon the income of land-pro- 
perty, the tithe is the worft; and it has undoub- 
tedly been eftablilhed among men , before agri- 
culture or taxes were uuderflood. Lands in all 
countries are of different qualities; fome are proper 
for bearing rich crops of grain , others are indif- 
ferent ; fome produce pafture , others foreft ; the 
revenue xjf fome confifts in wine , in mines, and in 
a thoufand different produ£Uons , which coft, fome 
mote , fome lefs expenfe to cultivate. The tithe 
takes without dlflinftion a determinate proportion 
of the fruits , in which is comprehended the tithe 
of all the induflry and expenfe beftowed to bring 
them forward. As an example of this , let me 
fuppofeafield ofcorn,which cannot pay the proprie- 
tor above 1/4 ol the grain it produces, many Iknow 
cannotpayabove iyi,butletme luppofe it 1/4; another 



I 




/ 



ciS6 . PRINCIPLES OF ^ Book V. 

maypaywith eafe iyj;anot]ier even 9/5;thefieldsabout 
Padoiia piy 1 / 2 ; grals fields pay Bill more; and rich 
hay fields will p iy in fome places oy3, and even 3y>j.' 

Hovv then is it poOible there fliould he any 
eqTiality in a tax which carries off, without diflinc- 
£tion , a certain proportion of the fruits, when 
tliofe fruits bear no determinate proportion at all 
to tlie ex[)enfe of raifing them ^ But befides the 
inequality of this taxamong proprietors , 1 alk hovv 
it is pollible that any rent fiiould be determined 
for lauds, which arc fubjec^l to di variable tithe, 
fometiines at i/io, fometimes at ifio of the pro- 
duce? Let me demonffrate the impoffibility offuch 
a plan, by an eximple. 

I fuppofe the Mirechal’s plan effabliflied , and 
that the tithe to be impofed is to be dedufted 
from the rent flipulated between mafter and tenant. 
This was his intention : he has in many places 
declared, that all tithes were to come out of the 
land-rent, which indeed is the only fund upon 
which a land-tax ought to be eflabliOied. And he has 
as often declared that he never intended this land- 
tax (hould exceed one tenth of the rent , or two 
Ihillings in the pound. 

I fuppofe a field, producing every year looo buffi- 
els of grain , to be let: it is to pay a variable tithe, 
.fometimes of loobufhels, fometimes of5o, according 
to the exigencies of the ftate. 1 farther fuppofe one 
third of the produce to be equal to what the farmer 
can pay the landlord for rent. And I fuppofe the 
rent to be paid in bulhels of grain. 

According to tliefe fuppofitions, the rent muff be 
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3M 1^3 bufliels fubje£I to the tithe. Suppofeit to be 
' laid on at J/ 10 , or 100 bufliels. Deduct this from 
333 iy3, remains to the proprietor a33 1 ^ 3 . Thetithe 
comes next year to this makes 5o of dedndlion, 
remains to him a83 y3. So iofteadof to percent of 
his rent , he pays in the firft cafe 3o per cent, and 
when at the lowtft, he pays i5 per cent, which is 
thrice as much as the Marechal propofed to take. 

But how are maflers and tenants to reckon with 
one another ? Lands are not let according to a deter- 
minate proportion of increafe. Suppofe an eftate in 
lands of different kinds, how is the tithe to be de- 
ducted then ? Is the mafter to take the tenant’s word 
both for t,lie quantity and the value of every article 
he has paid as tithe, of every field , of every article 
in his pofTeffion, even of the chickens in his yard? 
If on the other hand , this variable tithe is to be 
thrown upon the poffeflor, which, indeed, is the 
only poflible fuppofition, which way are lands to be 
let, when we fee that the difference of the impofition, 
at different times, is no lefs than i5 percent, or three 
{hillings in the pound? This, however, would be 
the only method for maflers and tenants to reckon. 

But let me fuppofe another proprietor to let a 
grafs field adjacent to that which bears grain, and 
that both were to be of an equal rent, fuppofingall 
tithes out of the way. The grofs produce of the grafs 
would be to the rent, little above the proportion of 
4 to 3. Let us then call the grofs produce 1000 , as 
in the other cafe, 3^4 of which would be ;5o, for the 
rent. One tenth of the wholetaken from that would 
leave the rent at 65o, or little above i3 \J<ipereent. 
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deHu6Iion at the higheft tithe, and 6 per cent, at 
tile lovveft. 

What inequality, therefore , would not fuch an 
impolirion occafion upon land-rents, and what inex- 
tricable dilliculties in letting of grounds ? From what 
has been faid , without farther inquiry, we may 
declare tliat no land-tax can polhbly be railed, with 
any equality, by a royal tithe ; and the Marechal has 
never coulidt red farther, tlian how the King could 
with certainty and eafe to himfelf, appropriate a, 
portion of the lands in his kingdom , leaving the 
proprietors and their tenants to fettle accounts the 
belt way they could. 

On the whole, nothing can make us approve of 
the Marechal’s royal tithe , unlefs it be the prc fent 
oppreilion which proceeds from the method of 
levying the taille; by which it happens that in. 
France few incline to acquire the full property of 
lands. f 

Moft of the great eftates confill of fee-farm rents. 
A man of three thoufand a year land ellate, covers 
fometimes with his nominal property {dominium 
diredurn) a whole country of fifty pariflies ; but the 
real property ( dominium utile ) of this vafl extent is 
fubdivided into a number of fmall fees , of which he 
is only lord paramount; and what remains is the 
property of the lower dalles, who pay what is called 
Jientes Seigneurloles ^ or noble rents, confifting in 
money and grain. Thefe rents can nowife be affcded 
by any tithe impofed , becaufe they bear no pro- 
portion to the produce: and fuppofmg they did, as 
in feme provinces, where they are called agriers, 
^ ‘ which 
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( which is the i/5 or i JS flieaf paid to the lord ) the - 
tithe, inftead of taking a tenth of the agrier, takes a 
tenth of the whole crop ; confequently , only one 
tenth of this fixth or eighth fheaf falls upon the 
lord; the tithe of all the.teft falls upon the poor 
• proprietor or leffee, who the more he is induftriousji# 
opprefTed the more by this impofition ; hecaufe it 
cairies off the tenth of his expenfe and labor, as well 
as of the farm which he rents. 

This is the tax which the Marechal de Vauban 
recommended to be railed univerfally over all the 
land-property of France, when the tithe was at the 
higheft. To this the late reformer adheres; but 
propofes the twentieth inftead of the tenth ; and 
after a nice calculation of the grofs produce of France, 
he eftimates one twentieth part of it to be worth 
about g5 millions of livres per annum. Hence I 
conclude , that the twentieth part of the income , 
or one fhilling in the pound of all the revenue 
of folid property in France, fairly colUiled, 
would not much exceed orie third of that fum , 
or about 3o millions , or i 333 333 1. fterling. 
This firftpart, therefore, of the Marechal’s tithe, 
impofed at i/ao , would lay a tax equal to three Ihil- 
lings in the pound on the poor leflees and vaff^ils of 
the nobles, while, contrary to his exprefs intention, 
the whole fee - farm and noble rents of France , 
would efcape taxation. From this we may conclude, 
that no tax upon land-rents can poflibly be railed by 
way of tithe: as alfo that when it is taken in kind it 
is the moft opprellive , the mpft unequal , and the . 
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moft difcoaragiflg to induftry , that ever was con- 
trived. 

The Marechal’s principal motive for propofing thia 
mode of taxation , was to avoid the difficulty of 
obliging the nobles to pay the taille. He found 
alfo , that there would be great eafe in colleding • 
this revenue for the King, without demanding 
money of the lower clafles. The confequence, 
however, would have been, either to ruin all leffees, 
ifthey continued to pay the fame rent for the lands 
as formerly , or to inuoduce the greatefl inequality 
imaginable among proprietors , if the tithe had 
been totally caft upon their rents: but as to the 
method of fettling accounts between mafter and 
tenant, in confequence of this tithe , both the 
Marechal and the reformer are totally filent. 

TheMarechal’s Dixmeroyale, with all its defeds, 
is a book of great value , from two confiderations. 

Thefirff, that he had all poffible accefs to come 
at the true ftate of the nation. Thefecond, that he 
wrote with great impartiality , and with a fincere 
defire to ferve the landed intereft, without intend- 
ing to hurt that of the King his maffer. From this 
book, we have an opportunity of judging of his 
notions of taxation ; and from the confequences he 
himfelf poilfltsout, we difeover the miferable ftate 
of the common people in France , whofe fituation 
at this day is not much changed for the better. 

The Marechal's fcheme was to reduce the whole 
revenue of France under four heads. •• 

The firft , a general tithe of all the fruits of the 
earth , without diftindion, which we have already 
.explained. 

■ * . i 
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The fccond, a tithe npon every income what- 
foever , even upon- the profits of labor,- fer- 
vants wages, employments, poffeffions, and tradel 
of all denominations. 

The third, was a modification of xhe gabelle^ os 
the duty upon fait. 

'Ihe fourth, which he calls the fixed revenue, 
was to be compofed of the domain , and feveral 
other branches of taxes which he allowed to fubfift, 
judging them , I fuppofe , not hurtful totheftate. 

1 fhall now Ihow wherein the Marechal’s plan 
of taxition is contrary to principles, and leave the 
reader to make nis conclufions. 

Firft , he has declared in many places , that his 
intention was only to impofea tax upon the income 
of land) which he underftands to be that part which 
remains after the dedudion of all expenfes of cul- 
tivation &c. in other Words, what every one under- 
V ftands by land-rent, and which, no doubt, is the 
only proper objeA of taxation : but in order to 
impofe upon this part his royal dixme when at the 
real tenth , he taxes the tenth part of the whole 
produce, inflead of the tenth part of what goes for 
the rent; and as far as I have been able to difcover, 
- he never perceiyes that there is the greateft difler- 
ence between thefe two quantities. 

The fecond article was the tithe of every income, 
not confining of the fruits of the earth. 

Where an income arifes from a branch of pro- 
perty which can render it determinate, 1 fhall form 
no obje£lioo to a tithe or two ihillings in the pound 
upon it. But when he comes to tax lawyers, attor^ 
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neys , phyficians, &c. according to the value of 
their emoluments , I own I cannot find a poffibi- 
lity of preventing abufe in the colledUon, or inequa- 
lity in the impofition of the tax. 

The Marechal’s principal point in view wai 
agreeable to the Handing maxim in France, to 
make every one contribute according to his income. 
Very right, fo far as it ispoffible-, without implying 
much greater inconveniences than what can be 
compenfated by this imaginary equality. I call it 
imaginary, becaufe in the execution it will be found, 
.that no body will really pay what they ought, 
except thofe whofe income cannot be concealed. 

, Whenever any part can be hid , there muff, in my 
opinion , refult a great inequality, and great op- 
preffion , in endeavouring to afcertain it. 

A Ihort obfervation will fuffice to give a view of 
his notions with regard to merchants and trade in 
general. His intention was to be very indulgent to 
this clafs of inhabitants; and he feels all the ad- 
vantages of uade. He propofes , however, to 
pfofcribe all notes of hand payable to bearer, as it 
is a method of concealing wealth and exafting in- 
tereft for money ; which he fuppofes to be contrary 
to fcriptnre. Trade would be ill carried on with 
the Marechal’s reflridions. 

When he comes to the lower clafles, which he 
iuppofes to comprehend one half of the people , to 
wit , all tradefmen , manufadurers , and day- 
laborers , their wives and children ; he takes the 
'example of a weaver , as a middle term , to judge 

tlie gains of the tradefmen and manufadurers. 
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He fappofes this weaver to have a wife and family, 
to work 180 days, only- ( hecaufe of the many holi- 
days , as well as accidental avocations) at ioipid. 
fterling a day. This -makes his year’s labor worth 
f /. 17 5. 5 t/. fterling. Of this he takes io5, loiyad. 
for the greateft tithe. Befides this, he exafls of him 
for his falt-tax, for four perfons in his family, 1 3 s. g d. 
So that this man, whofe whole labor is only v^Jorth 
7 /. 17 s. 5 d. fterling , is to pay i /. 3 5, 7 if 2 d. of 
cumulative taxes out of it. ‘which is above ij-; of the 
whole fund of his poor fubhftence : after which he * 
^dds, This in my opinion, is a tax high enough 
“ for a weaver , who has only his two hands to 
gain his bread with , and who has houfe rent , 

** meat and clothes to provide for a family, who 
freqtiently can gain very little for themfelves. ” 
To this I muft agree. 

I fliall give one fpeciraen more of what the 
Marechal confidered as an eafe procured to day- 
laborers , in their then fituation ; which relief, 
however , they have not hitherto obtained. 

Thefe he alfo fuppofes to work iSgodays in the 
year , at not quite 8 3/4 d. fterling. He values his 
year’s labor at 6 /. 10 f. 6 d. fterling, and here 
is the employment of this fum according to the 
plan. 

He is to pay for tithe of his indujlrie £ o H S ifi 
For his falt-tax - - - - o 18 9 

For five Englilh quarters of rye • 4 7 I ' 

Forclothcstothcfamily.utenfils, and repairs 1 1 il t/( 
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I hare been the more particular upon this part of 
the plan , becaufe it gives us a> notion of what the 
Marechal thought a moderate eafy tax laid upon 
8 ooo ooo of inhabitants , to wit, a ooo uoo men 
and 6 ooo ooo women and children, according to 
his calculation. 

I come next to the fax he propofed to lay upon 
fair, »'f which mention has been made. 

This tax is of the nature of an excife, and is called the 
•gabelle, which we have explained already in a note; 
*iand the obje^lions to it, as the Marechal has pro- 
pofed them , are no lefs than three very material, 
ones. 

Firft , the proportion of the duty is far too great , 
confidering the value of the commodity. The fecond 
is, that being impofed upon an article of fubfiflence, 
it operates immediately on the price of the fait, and 
only confequentially on the price of labor. This is 
no great objedion , were the proportion moderate; 
becaufe infenfibly the price of labor would rife, 
were the tax generally and exadly levied in pro- 
portion to the coufumption : but this was not the 
cafe; and this circnmllance opens the laftobjedion, 
and the greateft of all, to wit, that the tax, pro- 
portional in its nature, is rendered cumulative, by 
being raifed at the end of the year, in order to 
oblige every one to confume the fait required. 

Now by this mode of letting the tax it lofes 
every advantage, and becomes an addition to the 
tithe laid upon the induftry of the confumer. If 
©very man in England were to be rated at the end 
of the year, in proportion- to the excife of as much 
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beer as hemayreafonably be fuppofed toconfume, 
would that be an excife ? certainly not. It would be 
a poll-tax to all intents and purpofes, which no man 
could draw back. 

'I have little or nothing to objeft to the fourth 
article of the Marechal’s plan. He propofed no 
elTential change , either as to the inipofition , or 
method of levying the taxes which compofed it. 
The principal heads of them are, 

1 mo, The royal domain , or the' king’s landed 
eftate, together with all cafualties attached to royalty, 
or feudal fuperiority ; ftamp-duties, and the contrble 
of public a£ls by notaries. 

2 do. The cuftoms upon importation and exporta- 
tion. 

Ztio , Certain taxes of the purely proportional 
kind; among which was one upon tobacco, and one 
upon liquors drank in public houfes in the country. 
Here entire liberty is left to the confumers ; and the 
taxes are principally calculated to affe£l, or, as he 
calls it, to punifli luxury,^ intemperance, and vahity. 
With this view, he wittily propofes an impofition 
upon large and ridiculous wigs, at that time much 
in faOiion, and upon feveral other articles of extra- 
vagance. 

' This is a flior^lketch of the Marechal’s fyftem of 
royal tithe, confidered as to the principles only, upon 
which the feveral taxes were intended to be impofed. 
The treatife contains feveral admirable things ; efpe- 
cially with regard to recapitulations of inhabitants, 
lands, houfes, animals , &c. highly deferving the 
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attention of the Aatefman, who intends to execute 
any plan for national improvement. 

I lliall now fee behire the reader the Marechal’a 
calculation , as to the amount of the lour articles, 
when atthalovveft, and at the higheft taxation. 

When the tithe is underftood to mean the 20th part 
of the fruits, &c. 

^ Livre*. 

I. The tithe of all the lands - . t 60000 009 

II . The tithe of all revenue and induftry - i 5 4*j 5 oo 

III . The falt-taxat eighteen llvrcs the minot * a 3 400 000 

IV. The fixed revenue - - - 18000000 

Total of the four articles,' when at the loweft 

taxation - - - - - - ii6 822 5 oo 

\Vhen the tithe is underllood to mean the tenth / 
part of the fruits, the two firfl artieles are juft 
double of what they are dated at above, viz. 15084.') oo* 

The falt-tax at thirty livres the miuot - 3 gooo 000 

The fixt revenue never changes , and ftands 

always at ------ 18 000 000 

Total of the tour articles, when at the higheft 

taxation - - 1 . - - - 207 845 000 



* The minot is a meafure^of capacity equal to thiee Paris bulhelt, 
or the fourth part of a feptier ; which is about one half of an Englilh 
quarter. This makes the minot to be about an Englifh bulhel. The 
Warechal propofed that this quantity, when at the lowed price, 
ftould be fold for 18 livres, or I 1 . 6 j. i i/s d. fterling ; and when 
at the higheft, at 3 o livres, 2 /. 3 1. 6 i/a </. from which we may 
judge of the exorbitancy of the gabelle, even after all the diminution 
Be thought proper to make upon it. The French money mentioned 
in the Marechal’s Dixme royale , is here converted into 5 j 1/4 d, 
fterling, for the French crown of three livres : becaufe the filver 
coin in France, at the time he wrote , was 3 o livres 19 fols the marc 
(Dutot, chap. I. art. 6); and at prefent it is at 49 Uvies 16 fols. 
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In impofingthis tax upon the fruits, he allowed 
no exemptions, not even in favor of the princes of 
the blood: for this he gave an excellent reafon. 
Tithes, faid he, were the ancient patrimony of 
kings. The Roman emperors and kings of France 
enjoyed them. From thofe duties no noble was 
exempted. This appears from the ecclefiaftical tithe, 
which, he alledged, to be nothing but the royal patri- 
mony, alienated in favor of the church j confe- 
quently, there is nothing derogatory in paying the 
tithe, although nothing be more fo than paying the ' 
taille. So great is the diffcrtnce berweep terms, 
when the ideas of a nation are conneded with them ! 



CHAP. XII. 

Mifcellaneoiis Quejlions relating to Taxes. 

TPhE fubje£Is of credit, debts, and taxes, have 
been fo ex'tenfively treated of in the two laft books, 
that I hope no queftion 1 now can propofe will ferve 
for anypurpofe, but to fuggeflthe folution-of it, fo 
far as it comes under the principles we have been 
deducing. 

Quest, i. What is the mofl proper method for 
impofing a land tax ? 

lanfwer, that according to equity and jnftice, all 
impofitions whatfoever ought to fall equally and 
proportionally on everyone, according to his fuper^ 
fluity; but in land-taxes this equality is not fo 
effyitial as in moft others. The great hurt ariiing 
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from inequality in taxation proceeds from the in- 
equality occafioned thereby in the competition 
between the dalles of the induflrions. When the 
fame taxalicds people of the fame clafs differently, 
thofe wlio bear the heavieA load gain lefs, though 
t.'u ir induflry be equal. But in land-taxes the cafe 
is d liferent: the tax there only diminiflies an income 
already made, and in fad diminiflies the value of the 
property ; fo that were land-taxes made perpetual 
dedudions, the whole lofs of the tax would fall at 
once upon the adnal polfclfors at the time it is im- 
pofed. Every fubfequent purchafer, by deduding 
the land-tax out of the rent, would calculate the 
value of the remainder only; and the confequence 
of the tax would be, virtually, to transfer a part of 
the land-property to the Bate. 

The confequences of fuch a change upon pro- 
perty may produce a variety of new combinations. 
The ftate may then fell this portion of their property ; 
they may with the price received pay off part of 
their debts ; they may acquire certain diflrids of the 
country, where, being both fovereign and pro- 
prietor, .they may abolilh taxes, which would then 
in a great meafureaffedthemfelves only, and eflablilh 
manufadures for foreign exportation. 

Although an abfolute equality in this tax is not fo 
very requifite, ftill the inequality to be afeertained, 
and every income intended to be affeded by the tax 
Ihould be fpecified in one way or other. For this 
purpofe, the beft method feems to be, to make the 
regulation of any one year a rule for the fubfequent 
years, until it be judged proper to make a new[ 

1 • 
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general valuation of every part. This is a confe- 
quence of what has been faid: a flufluatiug annual 
valuation ,* whicii is the cafe in France , produces 
numberlefs inconveniences ; and upon the whole, 
they are far greater than thofe which it is intended 
to avoid. 

1 agree that the fame land may be worth more one 
year than another ; but it is impofTihle by a fluc- 
tuating valuation to afcertain that difference over a 
whole country, to the fatisfadion of every one; ^nd 
although, by fixing it at one rate upon every pof- 
feffion, inequalities muft take place, yet fixing it from 
rifing in proportion to improvement, will prove an 
encouragement to induftry, w hich will greatly over- 
balance fuch an inequality. Every one then will be 
in the way of acquiring a>» addition to his income, r ^ 
free of land-tax; and if this be thought too great an ’ 
encouragement to improvement, let the regulation 
be only fixed for a determinate time; fuppofe a 
century. This is no more than giving every one a 
leafe as it were of their land-tax fora hundred years; 
and experience fhows, that without granting long 
leafes it is impoffible that lands fliould ever be im- 

Were innovations pradticable, according as right 
reafon and plain principles diredl, it is very certain 
that a land-tax might be impofed in a better way 
than I have here fuggefted. But to what pnrpofe 
would it be to lay down fchemes beyond the power 
of execution, when the principles already deduced 
fo plainly point them out? ' . lir 

Quest. 3. Which is the beft method of levying 
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taxes; Ly farm, orhy the management of commif- 
fioners appointed by the ftateP 

'I he belt way toanfvver this qu^Iion, is to fliow 
tlio inconveniences and advantages of both. The 
argun.ents againft farming are, 

\mo. The great fortunes made by the farmers 
occafion jealoufy, and expofe to the eyes of the 
people a fet of men who are become rich at their 
expenfe ; hence envy arifes, and hatred againft go- 
vernment. 

, ido. In years of fcarcity, war, or public calamity, 
dedudlions of the rent, or annual fums paid by the 
farmers, are demanded, and can hardly be refufed,* 
and the farmers always overvalue their lofs; here 
therefore is an unequal bargain : the farmer mujl ' 
^ gain, the flate may lofe. 

Ztioj The people pay lefs willingly to the farmers 
than to the King ; magiflrates in general fupport the 
raifing of duties with more unwillingnefs , and 
feverities upon delinquents are lefs eafily born. 

Thefe inconveniencies are avoided in the man- 
agement. There men of the beft abilities may be 
intrufled with that employment ; experience fliows 
that many branches of taxation have been carried 
to great perfedlion under management, and men of 
probity and capacity will a£l with as great zeal for 
the public as for th6mfelves. 

The principal arguments for farming are; the 
advantage of having a fixed and certain revenue to 
depend on at regular terms; that the farmers aft 
with more zeal for themfelves , and with greater 
.impartiality in employing under-officers, as well as- 
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more frugality , and therefore can afford to give a 
* higher rent, with confiderable profit to themlelvcs, 
than can be made tffeflual under the beft manage- 
ment: befides, every one judges himfelf capable to 
adminifter the King’s affairs, becaufe he finds profit 
in it ; but people think twice before they undertake 
to be farmers of a revenue they do not well under- 
fland. 

In the adminiflraiion of taxes, it ought to be the 
objeft of a ftatefman’s attention and care to profit of 
every advantage attending the different modes of 
levying them. It is notfufficient to inquire into the 
general confequences of the two modes of adminif- 
tration , the management and the farming of taxes: 
thofe of the cumulative kind efpecially, affeiling the 
lower dalles, would be very improper objeds of a 
farm ; becaufe it would be in a manner delivering 
over the greater part of a people to the rapacity of 
tax-gatherers. 

On the other hand, the farming of proportional 
taxes is not liable to fo many inconveniencies. The . 
farmers there are principally employed in watching 
over thofe who advance the taxes, and who are them- 
felves, as has been faid, in reality the tax-gatlierera 
over -the people. 

When therefore circumftances permit, without 
inconvenience, the fabrication of excifeable goods 
to be incorporated with the farm,/ this of all others 
is the beft method of levying taxes. Examples of 
this are familiar almoft every where. The farmers 
of the fait and of the tobacco in France are in this 
fituation. la xetailing thofe commodities, thejr 
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collect the price they pay for the compofition ; that 
is, for the farm of them. It is not the fame of the 
aids In France. There the farmer fuperintends the 
im.mediate tax-gatherer, ^o wit, the retailer of fpi- 
ritiious liquors, or of other things fubje^f to the 
tax. The circumfcribing the number of places where 
excifeable commodities are fabricated, and the 
Ihutting them up within inclofures, would greatly 
facilitate the levying of all excifes, whether by farm 
or by management. 

In order tlierdore to decide whether the prefer- 
ence ought to be given to the management or to the 
farm, circumftances are to be weighed. When a 
tax is new, or Ins been ill managed, or has fallen, 
without any vifible caufe, below what it formerly 
produced, or ought to have done ; when theamount 
is unknown, by being of an extenfive colleflion; in 
fuch cafes, fhort farms, and even feveral fubdivifion# 
of them inacountry7 may be of ufe. But when a 
tax is well underftood, and a good plan of levying it 
laid down, itmay be wellraifed, and perhaps better 
improved, under a management ; as alfo, when it is 
of a nature to be eafily underflood, and when the 
very exercife of levying it points out all the frauds 
poflible to be committed. 

> Davenant, who well uiiderAood this queAion, 
in his 4 thDifcourfe upon revenues, recommends 
farms which are not abfolute , but limited , as the 
beft. By limited , he nnderflands ^ that the farnt 
fhcjuld firfl he given fbr a fixed fum ; that the far- 
mers Ihould carry on an open adminiftration,' liable 
.to the government’s infpedion in every particular ; 
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that in cafe the profits of the farm fhould exceed the 
rent ftipulated , a certain fum Ihouldbeafcertaincd 
for the charge of management, and the furplua 
fliould belong to the King, allowing a certain poun- 
dage to the farmers to animate their diligence.* 

He vcryjufUy obferves, that a tax, when farmed 
in order to be improved, will naturally draw, atfirft, 
a lefs rent than the fum liquidated as a free profit by 
the former management ; becaufe the farmers will 
be willing to fecure to themfdves a good profit; 
and next , becaufe they will be obliged to make a 
confiderable advance, as a fecurity for fulfilling their 
engagement, which muftalfo be confidered as a de- 
duflion out of the produce of the tax. - 

All the advantage therefore in farming mufi be 
looked for after the expiration of the leafe ; for which 
reafon , the fhorter the term is, the better: three 
years , it feems , was the common term in England, 
in Davenant’s time. 

All new impofed taxes ought to be raifed with the 
greateft lenity , not to revolt the minds of the people: 
the firft year’s deficiency is well bellowed, if govern- 
ment can but difcover the different ways which 
may be fallen upon to defraud the tax , and form a 
go4d judgment how far the amount of it may go in 
■ time, when the management is brought to perfedion. 
As long therefore as a management continues to 
im^ove a tax newly laid on , I fhould not think 
of farming it : but when , either from the extent 

* This plan of Davenant’s was carried into execution in 
France by MonQeur Silhouette, in 17 { 9 . 
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of the impofition , or the nature of it, frauds begin 
to multiply , and management begins to become 
more and more diflicult, then is tlie time imme- 
diately to put it into farm, either for diflerent diflri^fs 
of a country, or in fub-farms. If this be delayed , 
frauds will daily increafe and the dilTicu'ty of pre- 
venting them will carry government to the expedient 
of irnpofing penalties , fevere in proportion to the 
frequency of tlie ci ime. CommilTioners will conftan tly 
putthefe in execudun wiili reludUnce ; the manage- 
ment will become flack; or if penalties are rigor- 
oufly exidled, they will become a handle for oppref- 
fion; and even though juftice be done, and none 
but delinquents be puniflied, yet ftill the people will 
be ill aftecled with the p’unilliment of an adlion 
which in itfelf they are too apt not to confider as a 
crime: whereas in farming, frauds will be prevented 
by /vigilance more than by fear of punifliment ; and 
this is by far the better expedient. Thus inflead of 
feuds daily increafing, they will daily dimmifli, and 
the tax will improve yearly. 

Here Davenant well oblerves , that nothing but 
divine wifdom can at firji create perfeSl'order ; but in 
alUhuman ajjairs it rrmjl be the work of time , and the 
refult of much labor and application. 

One good reafon for managing a tax before it be 
^ farmed, is to learn the nature of it, and of the frauds 
it is liable to. When thefe are not rightly known , 
the farmer'ean more eafily furprife the government, 
and obtain from it new regulations, under the 
pretext of preventing frauds ; which regulations they 
znay abufe , and turn to other purpofes than thofe 
intended, ' Davenant ' 
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Davenant has a very ^ood remark , p. 154. That 
a new tax, impoled upon confumption , and ill 
levied , equally raifes the price upon the confumers, 
and the whole profit centres in the hands of thofe 
who retail. That when an old excife becomes ill 
levied , the profit is divided between the inferior 
officers ( who colle£l it ) and the retailers. The reafon 
is, that a branch which iSfWell underftood , is not 
fo liable to frauds as to collufion. This fliows that 
in every cafe,'fuch a duty fliould never be impofed 
without exerting every endeavour to have it rightly 
collefted. The ftate fliould alfo keep a watchful ^ye 
upon the augmentations made in the price of excife-, 
able commodities, in order to keep the augmentation 
juftly proportioned to the duty. If this benegle£led, 
the overcharge hurts confumption , diminifhes the 
produce of the tax , and enriches the retailers only. 
Here competition is neceffary to be introduced : the 
public may even ered a manufadure which may 
regulate, prices, and fo foonas they are properly 
afcertained , the felling price may be fixed by an 
affize. 

An ill levied impofition is attended with this 
additional inconvenience, that it eltabliflies, inequa- 
lity among the induflrious of the fame clafs ; con- 
fequently , an unequal competition. This happens 
when particular officers are diligent and exad in 
doing their duty, while others areremifs. The profits 
of retailers are high inpioportion to the negligenceoi 
the officers of the revenue ; and their extraordinary 
profits, enable them to underfell and to ruin thofe 
,who are exadly looked after: the conlequence of 
VoL. V. X 
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* this is, todiminifii the number of retailers; to in- 
troduce hurtful monopolies; and in general, to 
hurt the whole branch of the manufa£Iure. All 
remiffnefs , therefore, in co’le£ling an excife, 
draws along with it a prejudice to the Prince and 
his people: and the relative profit, whic*h balances 
this lofs, falls into the pockets of the fraudulent 
inanufadlurer , and the corrupt and negligent 
colledor. This is not all: the deficiency muff be 
made up in another way ; for taxes muft produce 
the funis wanted. Thus the remiffnefs in colledion 
occations a new additional burden to be laid on 
the people. 

Quest. 3. What is meant by income ^ when 
applied to individuals, and to a ftate, and what 
is the nature of the expenfe which muft diminilh 
it, when it is confidered as the objedl of taxation? 

The great intricacy of this queftion proceeds from 
hence , that what is really an expenfe to one is 
the income of the other: fo that without applying 
our reafoning to every particular fa£l , no general 
explanation can be rendered intelligible. My reafon 
forpropofing it in this place, is, that in commen- 
ting upon fome paflages of Davenant, in his dif- 
Courfes upon the revenues of England , 1 may have 
an opportunity of illuftrating fome things which 
have been already examined. 

Davenant was an admirable writer; he had a 
remarkable genius for political theory , and his 
fentiments upon many things are very generally 
adopted. My intention here is not to refute 
opinions, but to avail myfelf of his combinations | 
“ in order to explain my own ideas. 
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In his firft difcourfe upon revenues, we find the 
following pafTige. 

“ The number of the people leads us to know 
“ what the yearly income may be from land , and 
“ what from mines ^ houfes, and homefteads, 
« rivers, lakes, meers , ponds, and what from 
** trade, labor, indufiry, arts and fciences: for 
“ where a nation contains fo many acres of arable 
« land, fo many of paffure and meadow, fuch a 
quantity of wood and co])pices, foiefts, parks 
“ ar^R commons, heaths, moors, mountains, roads, 
“ ways, and barren and wafie land; and where 
“ the different value of this is computed, by proper 
“ mediums, it is rational to conclude , that fuch a 
“ part of the people’s expenfe is maintained from 
« land, &c. and fuch a part from mines, houfes, 
“ &c. and that fuch a part is maintained from trade, 
“ labor, &c. and the poor exceeding fo much the 
“ rich in numbers, the common people are the 
“ proper medium by which we may judge of this 
“ expenfe. •• ^ 

“ d here is a certain fum requifite to every one 
“ for food, raiment, and other neceffariesj as for 
example, between ^ and 8 /. per annum-, but 
“ fome expending lefs, and fome more, it may 
ffepot he improper to compute, that the mafs of 
^mankind, in England, expend , one with another, 
near 8 /. per. annum \ from whence it may be 
concluded , that an annual income oj fo many 
“ millions is needful for the nonrifhment of fuch 
“ and fuch a number of people.” 

The reafoning here takes a wrong turn. It is of 
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ro confeqtience to comptite the value of things 
confumed without alienation. It is of no ufe to 
know that the value of the phyfical-necelTary of an ' 
Eriglifljman is 8 /. a year ; becaufe if this fum is 
fuppofed to be an exa£l quantity of income, not 
one farthing of tax can be impofed upon it. So that 
impofing, for example , 5 per cent, upon this 
article would only be raifing the phyfical-neceffary 
to 8 / 85 . which 8 s. muft be paid, not by the 
phylical-neceffarian, but by fome body having 
fuperfluity who employs him; and if there wife not 
fuperfluity enough in England to anfwer to 8 & a 
head , fuch a tax could not be levied. 

He afterwards fuppofes that the income of this 
clafs may amount to about twenty millions a year, 
which at 8 /. each , anfwers to two millions and a 
half of people. He flates the income of lands at 
fourteen millions, and the income of trade at ten 
millions, in all at forty -four millions a year: and 
hence he concludes , that taxes ought to be impofed 
in fome proportion to this totaL 
• Now if he fuppofes the firft article of twenty 
millions, arifing from the income of thofe who 
are employed in arts and manufa 6 lures , according 
to the former calculation of 8 /. a head , to be as 
ready a fund for taxation as the land-rents, 
muft examine, by the principles we have deducea , 
whether there by any ground for fuch a fuppofition. 

Let me fuppofe one of this great clafs to work 
a whole day for his vi£luals only. Here is an aliena- 
tion of work for food It is impoflible , however, 
to raife a tax in money upon this alienation ; becaule 
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it may eafily be fuppofed that neither party has a 
farthing. The only method therefore, in fuch a 
cafe , to impofe a tax , would be , either to oblige 
the workman to fet apart a portion of his day’s work 
for one who would pay the public for the value of 
it, or to oblige the perfon who gives him his food, 
to pay the public for the privilege of employing 
him in his fervice. The one apd the other are 
examples of proportional taxes. But this method 
of taxation is abfolutely unknown. In this example 
there is an alienation, which, I have faid, con- 
Bantly implies a fuperfluity of one kind or other. 
The labor of the perfon working is , here , fuper- 
fluous to himfelf; therefore a part of it may be 
applied towards the public. But the bread he 
receives is in no part fuperfluous , and therefore 
cannot be laid ‘under taxation as to him. But then 
the bread given for.the labor is fuperfluous to the 
perfon who gives it ; and as this implies that he 
has a fuperfluity of bread , the Bate may demand a 
lhare of that fuperfluity. 

• By this expofition of the matter it appears, that 
in order to raife a tax, in whatever way it be done, 
fome kind of fuperfluityjmuft be fuppofed. It alfo 
points out how it fliould be laid on; for if by mif- 
taking the proper obje^I, a part of the bread fliould 
be taken from the workman , inftead of being taken 
from the man who employs him^ the tax would . 
aife£l the phyfical-neceffary of the laborer , inflead 
of affedling the fuperfluity of the employer. 

L Let us next fuppofe a workman able to do no 
more than what is requiflte to dig the ground for 
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roots to eat , inftearl of digging it to procure bread 
from a man who has bread to fpare ; ftill there 
will be no alienation ; confequently , no polhbility 
of eflablifliing a tux: for if yon either take a part of 
his labor, or ofliisfood, you deprive him equally 
of his phyfical-necellary. Yet the work of this man 
and his food, may be valued at fo much money; 
and thus may enter, in one fenfe, into Davenant’s 
general article of income or expenfe; but it does 
not follow that any tax can be railed upon fuch an 
income. 

To eflimate , therefore , the total value , in an/ 
nafion , of what is the ohjecl of taxation, wen.uft 
go another vvay to work. 1 tie firA article muA be 
\he annual Umnne of d\\ funds. By funds, here, I 
nnderAand the capital wealth already made, in 
oppofition to the produce of indiiAry , which may 
beconfiderid as the materials of which fuch funds 
are compofed. The fund therefore is the accumula- 
tion of fivings, whidi, not having been fpent by 
the induArious, form a capital of a nature to pro- 
duce an income, either from land , or from any 
other valuable thing Thus land-rents, annuities, 
intereA of money , emoluments of offices, falaries, 
even wages of fervants,in Ihort, every Axed income, 
I range in this ArA article, which 1 call annual 
income, produced from a capital already formed, 
either real or fuppofed. 

This may be laid under taxation by a pound- 
rate , orotherwife, and foi ms that kind of tax which I 
call cumulative and arbitrary ; becaufe a man who 
has any fort of vifible revenue, comes under this 
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general rate, let him have ever fo many neceflary 
dedudions out of it, ever fo many debts and in- 
cumbrances. From fuch circumnances , cumu- 
lative taxes frequently turn out extremely burden- 
fome. ' 

The fecond objeft of taxation is upon alienations 
made for money. Whenever we come to difpofe 
of money in the purchafe of any thing, theftate has. 
an opportunity of txading a- part of it as a tax j 
but while it remains hid , it can neither be come 
at, or laid under contribution , without extortion 
or violence. 

All branches of expenfe may belaid undertaxa- 
tion by excifes , which I call proportional taxes 
becaufe a man is never fubjedled to them, but in 
proportion to his expenfe; and his expenfe ought 
naturally to proceed from his income. 

As for trade, I do not clearly fee how the profits 
of it can be regularly taxed. In France, ilWeed , 
they are taxed under thefirflhead, and are confi- 
dered as income. Such an impofition is not well 
judged ; becaufe Mere the materials for making the 
fund are taxed as if they were theincome of a fund 
already made. It is only the favings out of the 
profits upon trade, placed fo as to produce a per- 
manent revenue , which properly can be confidered 
as a fund; the mcome therefore of thefe favings i and 
not the favings themfelves, fhould come under 
that branch of taxation. 

Cuftoms are improperly called taxes upon trade. 
If ill impofed they flop trade, or render it lefs 
profitable , by diminifliing the demand for the 
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goods fo taxed ; but they take nothing from the pro- 
fits already made. 

In a trading nation, the great branches of com- 
merce produce a certain determinate profit, fubjeft, 
I allow, to augmentations and diminutions, from 
accidents and circumftances impoflible to be fore- 
feen : and the cuftoms impofed upon exportation 
and importation differ from excifes more in the 
method of levying them than in any thing elfe. 

Davenant, in my opinion, would have given a 
better idea of the film which taxes might have been 
fuppofed capable of producing in England , had he 
examined the amount of all the branches of revenue, 
and of all the fpecies of fale, than in the manner 
he has done. Thefe two points known, it would be 
expedient next to inquire , in what manner the 
feveral articles could be made fubjeft to either 
cumulative, or proportional taxes. ' 

I m Af now take notice of another paffage of Dave- 
nant , where he explains himfelf upon the quef- 
tion before us: it is in his fifth difcourfe upon reve- 
nues, where he fays, ' 

“ By annual income, we mean the whole that 
arifes in any country from land and its produil, 
from foreign trade , and domeftic bufinefs, as 
* arts, manufactures , &c. and by annual expenfe 
we underftand what is of necejfiiy confumed to 
** clothe and feed the people ,v or what is necejpiry 
“ for their defence in time of war, or for their 
“ ornament in time of peace: and where the an- 
** nual income exceeds the expenfe there is fuper- 
“ lucration arifing, which may be called wealth 
“ or national floclL 
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“ The revenue of a government is part of this 

annual income , as likewife a part of its t xpenfe, 
” and where it bears too large a proportion with 
“ the whole, as' in France, the common people 
“ muft be miferable and burdened with heavy 
“ taxes. ' 

I muft comment a little upon this paflaee. 

I have no obje£lion to this expofition of the 
matter; the ideas are intelligible atid clear: but 
I object againft the application of his dcdlrine to 
taxes; becaufe it would lead to error. Here are 
my reafons: 

\mo , Income is called the whole of the earth’s 
produ£lions: this I may admit to be juft , except 
when we confider income as an objeft of taxation. 
But if we retain the fame definition to exprds the 
income of one, for example, who labois the foil 
for his own fubfiftence , as well as of another who 
labors it as a trade, the difference in paying their 
taxes out of it will be very great. He who draws 
'nothing from the ground buthisphyfical-nectffary, 
can be laid under no taxation ; becaufe he has no 
fuperfluity. And if he be obliged either to give a 
part of his crop in tax , or to fell any part of it for 
money to be paid to the public , this diminifhes 
his phyfical-neceflary , and forces him to ftarve. 
whereas the other who exercifes labor as a trade, 
may be obliged to pay a 'part of his furplusbyway 
of tax or rent ; and ftill his phyfical-neceffary may 
reniain untouched. 

It is for this reafon, that in treating of thefe 
matters, 1 am always at the greattft pains to point 
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out, that nothing can 'be the object* of taxation , 
except what is over and above the pliyfical-necedary 
of every one. 

In all countries where a land-tax, fleuer, taille , 
or by whatever name it goes, is eftabliflied , care 
mull be taken to prevent the hufbandmen from 
confining their labor to fuch a fmall fpotof ground 
as is barely fiifficient to produce their own phyfical- 
necelTary, unlefs wlien they have a trade to affift 
them in paying what the public demands of them. 

From this circumfiance, and this only, it happens, 
that the land-tax in England is fo ]ittle burdenfome, 
comparatively to what it is in many nationsof Europe. 
Lands in England are let in large portions : no body 
will let a farm fo fmall as to be proportioned to the 
fupplying of the mere phyfical wants of the farmer. 
Butin othercountries, where the economy is different, 
were inheritances inland are conftantly divided, as 
moveables among all the children; thelots become fo 
fmall, that the proprietor can draw no more from 
them than his own fubfiftence; and then when a 
land-tax is impofed, this poor little portion being 
valued in proportion to what it can produce, as 
well as the greateft eftate in land , the hnfbandman 
is fiarved, although the tax demanded of him be 
laid on in the exa£l proportion to the .produce of 
his Und, while he that has a furplus is quite 
eafy. 

I would therefore recommend, in countries where 
this minute fubdivifion of lands has taken place, 
that for the future none under a certain extent or 
value Ibould be fufiered to be divided among the 

\ 
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children , but ordered to be fold , and the price 
dividedamong them ; and tliat the fame regulation 
fhoiild be ohferved upon the death of luch pro- 
prietors whofe lands are not fufiicient to produce 
three times the phyfical-neceffary of the laborers. 
This would engage a people to exercife agriculture 
as a trade, and to give over that trifling hufbandry 
which produces no furplus, and which involves fo 
many poor people in the opprelhon of land-taxes. 
This plan can never be recommended as a plan 
to be executed all at once: it mufl be done by 
degrees , and in proportion to the progrt fs of',in- 
duhry. The principle is fo evident, that 1 never 
found any one who did not immediately agree to 
thejuftnefsof my obfervation ; although in impofing 
land-taxes I have nowhere found it attended to *. 

Here then is the nfe of theory; it diredls us in 
praftice to avoid difficulties which might other- 
wife be judged unfurmountable. 

at/o, 1 farther obferve , that it is a more hurtful 
error fljll' to miflake the produce of induflry for the 
taxable income arifing from it, than to miflake the 
grofs produce of land for the rent k becaufe the 
profits upon induflry bear a fmaller proportion 
to its produce , than the rents of lands do ta 
their full fruits. 

The bell method of raifing money upon the lower 
claffes of the induftrious , is rightly to lay theix 

* Some fmall attention is paid to 'he poorer Lrt of la-'d- 
holders in E-^gland : f r , by the annual for a land-tax, no 
poerperfon fhall b. liable to the pound-r.;te, whofelands, &o» 
are not woith 20 s. per annum value. 
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confumption under proportional taxes, which they 
may eafily draw back ; becaufe they will raife the 
price of their work proportionally. 

From this we may conclude , contrary to the 
common opinion, that the teft of well impofed 
taxes is to raife prices in proportion. When they 
arc rightly impofed, every one who fells a com- 
modity which has paid a tax, will draw it» back, 
whether he be induflrious or not. If he confumes it , 
he cannot draw it back, but by raifing the price of his 
work; which again he cannot do, unlefs the tax 
be made fo general as to affe£l all his competitors ; 
and unlefs the confumption he has made be una- 
voidable to every one of them. 

When we refleft upon the large quantities of 
excifeable goods which areconfumed asfuperfiuities, 
we miifl conclude that the rife of prices, daily com- 
plained of , proceed^ more from our manners than 
from the taxes we pay. 

3/10 , The expenfe of a people is not merely what 
isfufhcient to fubfift them ; but what they confume, 
either in fruits, or manufa£fures. Had indeed 
Davenant computed the value of this neceffary quan- 
tity , and deduced it from the income , according 
to his acceptation of income , the remainder would 
have been a tolerable good reprefentation of what I 
mean by income, or taxable fund ; becaufe whatever 
a people confume beyond the neceffary , I confider 
as a fuperfluity which may be laid under taxation. 

4/0 , I muft alfo differ from him in his idea con- 
cerning fuperlucration , wealth , or national flock. 
* According to him, this is the quantity of income 
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remaining after the following dedudlions : 

1 mo. What is necejfary to clothe and feed the people. 
ado. What is necejfary for their defence in time of 
war, and ornament in time of peace. But according 
to my notions, 1 mul^ alfo dedu6f all that is confumed 
in fuperfluities ; for what is confumed , whether 
necejfarily or fuperjhioujly , never can make an article 
of fuperlucration , wealth , or national ftock. 

Thefuperlucration then of a nation confifts in the 
augmentations made upon her flock of every kind , 
capable of producing a proportional income: it is 
the converting into fomething durable the well env- 
ployed time of the inhabitants. In this fenfe the 
new pavement of London , the roads , buildings , 
fh,ips , &C. in England , are all articles of fuperlu- 
cration , as well as the improvement of the lands , 
and confolidation of the balance of her trade, which 
has created that part of the public funds belonging 
to natives. 

Quest. 4. Is it pofRble to convert a land-tax into 
one of the proportional kind ? • 

This is a curious fpecnlation ; and as it is a fhort 
exercice upon feveral principles of this fcience , it 
, comes in properly at the conclufion of our work. 

To make a land-tax proportional, the proprietors 
of land Ihould be enabled to draw back the burden , 
in the fale of the earth’s produdions. This they 
cannot do , as matters Band. The farmers who pay 
no land-tax underfell themj becaufe they have no 
tax to draw back. ' ' 

Since the tax, therefore , cannot be drawn back 
direftly, let us apply *our principles to difcovera 
method how this might be done indire^y. 




I 



3iS PRINCIPLES OF Book V. 

\ 

Let nothing hut lanHs he fuhjeifl to this impofition. 

Let every part of them be valued , and recorded 
in a general regifler. 

Let bread, butchers-meat, and fubfiAence of all 
kinds,- be laid under an e^cife^ in all markets , and 
nowhere elfe, at a rate fufiicient to raife the tax in- 
tended to be laid upoinlie lands; and let the amount 
of this tax be drawn back by the landlords , in pro- 
portion to file valuation by which they have paid 
the land-tax. 

That this is a reafonable impofition , appears from 
the whole plan of this work. We have leen , in the 
firA book, how the great body of the people is 
divided into laborers and freehands; that the free 
hands are the inhabitants of towns, who go to 
market for fubfiAence, and confume what corref- 
ponds to the land-rents ; confequently tlie landlords, 
who at prefent pay a cumulative tax, which they 
cannot draw back inanylhape, are juAly entitled 
to the amount of this proportional tax , laid upon 
the gceat articles which produce their land-rents, 
and which are confumed by the inhabitants not 
employed in agriculture. 

Every one who has writ concerning taxes has 
endeavoured to contrail theobje£l of them as much 
as pofTible : more , I imagine , with a view to eafe 
the public than the people. I have followed another 
courfe. I have been for multiplying the objects of 
taxation as much as pofTible, and for making them 
more in proportion to expenfe than to property or 
income. But that I may conform myfelf in fome 
meafure to the ideas of thofe who have examined the 



Digitized by Google 




1 . 



Chap. XTIT. POLITICAL ECONOMY. 3 19 

fame fiihjf-d, I fhall propofe a tax, which would 
fill tip the place of every other; and could it be 
levied , would he the befl perhaps ever thought of. 

It is a tax, at fo much per cent. Upon the Me of 
every commodity. 

C H A P.' XHI. 

Recapitulation of the fourth Book. 

Part. I. Of the Interefl of Money. 
Ihtrod. y 

I J. INTRODUCE the fubjeft of credit and 
debts, by giving a general idea of its extent. It com- 
prehends the method of eftablifhing a folid fecurity 
for money borrowed; of extending the obje£I of 
fuch fecurity in proportion to circumflances ; of 
fupporting the credit of the borrowers, when oyer- 
ftretched; and of preventing, as far as pofTible, the 
fatal confequences of a bankruptcy, when it can be 
no longer fupported. 

I Ihow how all myfteries relating to credit proceed 
from our ignorance only of its true nature-, which 
is confidence eftablifhed upon a vifible and palpable 
fund of payment. I obferve how delicate a thing 
credit is, and how gently it muA be dealt with ; how 
incompatible the forms of common law are with the 
difcufTion of queftions which arife between mer- 
chants; how neceflary it is to form a jurifprudence 
peculiar to trade, andro fupport it by manners more 
than by authority } and when nedit is once let upon 
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its true bafis, how all aerial fchemes, bubbles, and 
public bankruptcies will be avoided. 

Chap. 1. Here I fliow how impofTible it is to 
eft-ablilh credit by authority; how infeparably it is 
connected with liberty and independence; and ftlll 
how comp itible it may be with that fupreme power 
which is veiled in every government. 

Chap. H. The obje£l ot credit is money lent; the 
bafis of loan is the payment of interefl. If money 
be wanting, credit will die ; confequently, there muft 
be a method found for augmenting and diminifliing 
the quantity of money in proportion to the demand 
for it. It is augmenred , by converting land into 
paper-money; it is diminilhed,^ by relieving the 
land of the engagement upon it, and extinguifhing 
the paper-money. This is no more than a contrivance 
for turning into a circulating value , which is the 
principal chara(!l:erinic of money, the obligations of 
private men, which in all countries are confidered 
to be of an equal value with any coin. 

1 here explain what is meant by money Jlagnated, 
and by money rec//ze</. Money, while it is employed 
in circulation, can carry no intereft ; the moment it 
lies idle to one man , were it but for a day , it may 
be worth intereft to another, who willingly pays for 
the ufe of it, when he has occafion either to buy 
what he wants, or to pay what he owes. If no body 
be found who wants it, then it is fa id to Jlagnate in 
the hands of the proprietors. This denotes that 
circulation is full. He therefore defires to realize it.; 
that is, to purchafe with it fbme kind of income. 
For this purpofe, if it be coin > he fends it to fume 
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place where coin is wanterl. If it be paper, he 
demantis of tiie debt<;r in tlie paper either to give 
him an intereft for it, or to convert it into coin, 
which is the money of *the world. Both are called 
realizing; and in jjroportion as money is realized, 
circulation dimiiiillies. 

Hence I conclude, that as the tife of circulating 
money is to carry on alienation, fo the ufe of ftag- 
nated money is to produce an intereft; confeqtiently, 
a perpetual intereft is better than money, when iti* 
not wanted for the ufe of circulation. If therefore, 
by the policy of a country , the Capital of every 
perpetual intereft can be immediately converted 
into money for the ufe of circulation , the incon- 
venience of capitals- not demandable is removed ; 
becaufe although you cannot make the debtor pay, 
you can fell what he owes yoU to another, who 
will ; and this equally fuits your convenience. 

Chap. III. The fimplicity of manners among the 
primitive chriftians, circumferibing very much the 
nfes for money in circulation , a great quantity of 
the coin was confequently locked up. Paper money 
then was fuperfluous ; becaufe even coin itfelf fo far 
exceeded all the ufes of their circulation, that it was 
confidered in the light of jewels and plate with us. 

Taking intereft for it, when lent, appeared to them 
as unreafonable, as if a lady, in thefe times, were 
to afk a price for lending her jewels to a friend. 

However, as money was necellary on many 
occafions to thofe who had none locked up, the 
Jews, who have always defpifed land-property, made 
a trade of lending; and this drew an odium upon 
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the praflice. I can afcribe it to no other caufe. Ouj: 
manners are totally changed; and Chriflians lend 
money at intereft as well as Jews. Neither trade, 
induftry , or credit, can fubfift without it; and as 
money cannot he lent, without allowing intereA to 
be taken, intereA is become the bafts of the whole 
fyAem of credit, and comes to be examined in the 
following chapters. 

Chap. IV. Before induArywaseAabliAied, the calls 
for money to borrow were few, and chieAy confined 
%o Princes in time of War, and prodigal proprietors 
of land in time- of peace. Their demands were 
urgent, and the intereA they paid was in proportion. 
The lenders poffeffed but a fmall part of the. coin of 
the country ; becaufe the bulk of the people locked 
up all they could. Thofe who hoarded, would not 
lend; and this greatly diminiflied the fund of bor- 
rowing : befides. Princes and prodigals had no foonet 
fpent the money borrowed , than it fell again into 
the hands of tho‘fe who hoarded; and the lenders 
found, no doubt, great difficulties in procuring frelh 
fupplies. 

When indu Ary and trade brought money out of its 
repofitories, when the neceffity of permitting intereA 
appeared evident to the church, the coin then began 
to make its appearance , and was ready to be lent. 
This opened a market for money. The price of 
money is the rate of intereA. At this market, the 
borrowers and lenders appear in competition among 
themfelves, according to circumAances. If more 
money is demanded to be borrowed than is offered 
to be lent , the competition ukes place among the 
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borrowers, and inferefl rifes. If more is offered to 
be lent than is demanded to be borfowed ,i intereft 
falls. Thole who borrow money may be divided 
into two clall'es, viz. thofe who intend to fpend it, 
and thofe wlio intend to trader with it. 

When more money is to be lent than the firftclafs 
demands, the rate of'intertft will be regulated by 
what merchants cc/z give for it: when there is lef% 
it will rife to what tlie prodigals will give for , it. 

But this firft clafs mufl have good credit, or their 
borrowing willbe ci;^t off. When therefore a ftatef- 
man finds, that the borrowing of fuch pebplp hurt# 
the commercial intereft of his country, by keeping 
intereft high, hefhould weaken their credit, .by tying 
up their lands by entails. When, their borrowing 
becomes neceffary for the encouragement of induflry, 
and for bringing all the money there is into circub^ 
tion, then their credit fhould be enlarged, by pro- 
moting an expeditious fale of every branch of their 
property. 

Chap. V. Thus, without .the aid of law, the 
intereft of money is regulated by demand. But a 
ftate muft not totally overlook the intereft of the 
clafs who fpend more than their incomes. It would 
be inhuman to throw them into the jaxvs of ufurers. 
Statutes therefore prevent intereft from rifing above 
a certain rate. This preferves them , and renders 
the diflipation of their fortunes more gradual. 

But although a flatefrnan has it in his power to 
guard his people againft the oppreflion of ufury , 
by preventing the rate of money from rifing . 
above the ordinary ftandard of demand , he cannot 
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equally,' force it down below this (landard, even 
although the interefts of trade fliould require it; 
becaufe if the monied men can lend their capitals 
abroad , at a higher intereft than they can procure 
for them at home , they will diftrefs the landed 
^ intereft , by demanding what they owe , and all 
I the money will be fent abroad , as was the cafe 
in Scotland in 1762. 

This was not the cafe a hundred years ago. No 
money then could be lent abroad by Engliflimen ; 
becaufe thofe who would givp high intereft had no 
credit. Thus government could bring it down at 
will; monied men were forced to confent; and 
the price of land rofe in proportion as intereft 
fell. 

As it is the extravagance of men of property which 
raifes the rate of money above what is confiftent 
•with the intereft of trade , the expedients to bring 
it-down , are, i. To circumfcribe borrowing by 
the prodigal : 2. To fufpend borrowing by the 
ftate : and 3 . To throw as much public money as 
pofTible into the market , ^ by paying oft' debts. 
When a ftatefman has by fuch meafures brought the 
rate of money confiderably below the legal price, 
he may, by a new ftatute, prevent its rifing again fo 
high as formerly ; but ftill he mull keep in his eye the 
rate of money, and ftate of credit in rival nations, 
in order to avoid the inconveniences already men> 
tioned. 

, Chap. VI. If Great Britain were to regulate the 
rate of money below what the fluctuations of demand 
are commonly found to carry it, then in time of war. 
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as Toon as demand, w^ich can be fubjefl to no 
ftatute , got up to the high flandard ,* the whole 
landed intereft would be torn to pieces by their credi- 
tors : for the debtors could not borrow from one to 
pay another , becaufe no man would give them . 
credit. This would put an end to all their expenfe ; 
the funds which fupply it at prefent (the land-rents) 
would be carried off by creditors; and all the 
induflrious who ferve fuch proprietors of land would 
fuller confiderably for want of employment. The 
conclufion which the generality of people would 
draw from this phenomenon would be that high 
intereff, inftead of being hurtful , is advantageous 
to trade. 

Chap. VII. Hence we may conclude, that low 
intereff is principally advantageous for carrying on 
foreign commerce, and that the beff method tu 
keep it low , is to keep circulation full , by faci- 
litating the melting down of property. 

This expedient has been contrived by merchants 
in the effablilhment of banks upon mortgage ; and 
there is a poffibility that landed men , fome cen- 
turies hence, may find out that they may imitate 
the example of traders , and contrive the means 
of borrowing cheaper than they can do at prefent. 

Were a particular nation to carry fuch expedients . 
into execution with fuccefs , it would have the 
effedl of bringing down the rate of money every 
where. This would fink the general average of the 
whole , but never would prevent ^the operation of 
thofe principles by which it had been brought 
down ; and the moff intelligent nations would fUll 
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have the fame advantages as before , of heeping 
their intereft low relatively to their neighbours , 
which is the great de.ftderaUim for the fnpport of 
public credit, as well as of foreign tiade. 

‘ Chap. VIII. But although it is of very great 
advantage to trade to have intercA low , we cannot 
judge of the profperhy of trade from tfiis circum- 
Aance alone. 

That nation gains the nioA upon her trade who 
draws the greateA balance from thereA of the world. 
Now the balance cannot bejudgcd of by the rate of 
intereA ; becaule this depends more upon man- 
ners and policy than upon' the Aite of induAry. 
InduAry muA be fupported by Aiperior dexterity, 
natural advantages, and promptitude of payments, 
as well as by low intercA Prompt payment alone, 
is of more confequence to the indu Arious j)opulace, 
than a ftnall difference upon the rate of intereA, 
That encourages the whole clafs of manufac- 
turers. Low intereA is principally an advantage 
to the merchants who are obliged to employ 
credit for colleding their work ; and merchants 
themfelves who trade upon credit, often gain more 
by quick returns than what will compenfate a con- 
fiderable difference in the rate of intereA. Low 
' intereA may more properly be called the baro- 
meter of public credit than of foreign commerce. 

Chap. IX. From what hasbeenfaid, Iconclude, 
that the rate of intereA does not fink as wealth in- 
creafes; becaufe it is influenced by many circum- 
Aances, which do ^ not depend upon opulence. It 
depends upon the fpiritand manners of a people, 
and will fluftuate with them. > 
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Part IL 0/ Barths. 

Chap. I. HaVING deduced the principles which 
regulate the rate of intereft, 1 proceed to inveAi- 
gate thofe which influence domeftic circulation; 
and as banks are the great engine by which 
circulation is carried on , in tracing the nature 
of banks we ihalll fully underfland its policy and 
principles. 

Banks either circulate notes , or transfer credit 
written in their books ; the firft are called banks 
of circulation ; the latter banks of depofit. 

All banks are founded on credit, and according 
to the nature of their inflicution , I may divide 
the credit they are built on into three kinds, viz. 
private, mercantile, and public. 

Private credit is when the ground of confidence 
is real property , pledged for the fecurity of the 
loan. 

Mercantile credit is when the caufe of confidence 
is in the trading ftock , abilities , integrity , and 
good fortune of the perfon who obtains it. 

Public credit every one underftands. It is when' 
the ground of confidence is a fund fecured by 
public faith, m favor of the creditors , for the in- 
tereft and capital due, which laft however is never 
exigible from the ftate. 

Private credit is the moft folid of the three ; mer- 
cantile credit is the moft precarious ; and public 
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credit depends entirely npon the maxims of every 
government with regard to public faith. 

It is the objetfl of confidence , not the quality of 
the perfon obtaining credit, which determines the 
nature of the credit. A merchant may grant bond 
on the credit of his lands ; a landed man’s bill , at 
member of a mercantile company, may only aflet^ 
his Aock in trade, and a Prince may pledge a pro- 
vince for a fum of money. 

The debts of a ftate, and the bills of mer- 
chants, are ujore eafily transferred than private 
fecuriries. 

Public and mercantile credit ftand upon a 
more precarious, bottom thm private fecurity. A 
fufpicion of iufolvency will lhake the two former; 
real infolvency only will defiroy the latter. 

Thefe are fome of the peculiarities which charac- 
terize the differences between the three kinds of , 
credit. The juftnefs of the diftin^iions I have made 
appear from them, and from other circuinftances 
mentioned in this chapter ; and the utility of fuch 
diffindions will appear from their application as 
we proceed. ' * 

Chap. II. To eftabliffi private credit, onthemoft 
folid and extenfive bottom , the effects of debtors 
fiiould be rendered of a ready converfion into money; 
the fale of lands fliould be rendered eafy and expe- 
ditious ; no entails or clogs by mortgage and the 
like , Ihould be allowed ; debts upon poffeffions 
ought to be regiftered , and thofe due to banks 
(the great public debtors) ihould always be confi.- 
dcred in a molt favorable light. 
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ChaP. III. Banks of circulation upon private 
credit, are of great ufe in the infancy of induftry. 
in countries where it is only taking root,, the 
greateft obftru«Sion it meets with is a fcarcity of 
money. When money is fcarce, payments are 
ill made ; and when the ufes for money increafe, 
if money be not made to augment in proportion, 
alienation will ceafe to go on , and payments will 
daily be more precarious. This is fo evident that 
I ihall not infill upon it 

Now as every individual in a Hate does , lefs or 
more, fupport induftry by confuming its produce, 
money mull be provided for every one in propor- 
tion to the value of his property. This opfens at 
once the principle of banks upon private credit. 

He who has money will, every where, willingly 
lend to every one who can give good fecurity for 
it ; and the obligation granted by the borrower is 
confidered ^^the lender as better to him than 
the money nlS^hds. Before the eftablilhment of 
ba.nks , fuch loans were made in coin ; but as 
people difcovered that a good obligation was as 
good as coin , they difcovered alfo, that when obli- 
gations could be made to circulate, they might 
fupply its place. 

For this purpofe, banks found out an expedient 
of dividing obligations lecured upon property into 
fmall parts of the capital, fum; and by delivering 
them back to the borrower, with an obligation 
to pay them in coin to the bearer on demand , 
they conftituted themfelves debtors to the public 
tor every note. The confequence of this was, 
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that the coin of the country became lefs ufeful in 
circulation ; and -as the banks demanded it , and 
even gave premiums for obtaining it it came into 
their hands, and ferved the purpofe of changing 
notes ; that is , of fubdividing the fums mentioned 
in them, into the loweft denominations of the 
money of the country. 

There is not a nation in Europe fo • ignorant as 
not to feel the ufe of this policy ; but there are 
few who have difcovered how to eftablifh the con- 
fidence of the public in this general debtor, the 
bank. The reafon is, that people imagine a bank 
Ihould at all times be able to turn all their paper 
into «tjin. Were this polfible to be done, where 
would be the ufe of banks ? How could they 
multiply money P 

From this fliort expofition , we may underftand 
the diflerence between banks uponjrivate , mer- 
cantile, and public credit. The^B lend upon 
the fecurity of pofleflions ; the felB^ » upon bills 
of exchange, which is called difcounting.; the 
third, upon the fecurity of the public funds. 

Chap. IV. A fcarcity of money only being found 
to Aop the progrefs of induftry , and thereby to 
circumfcribe the gains of merchants who fupply 
confumption; and they perceiving that men of 
property become bad cuftomers , more from 
the impoflibility of making payments than for want 
of an inclination to confume , joined together , 
and formed a conliderable ftock which they ex- 
pofed to the eyes of the public. This gave them 
credit) and every- one who had' money to lend 
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was fond of placing it in their hands. Other 
people who wanted to borrow, applied to them 
for money. Their anfwerwas,we have no coinj 
but if you want money for any purpofe, we can 
afhft you in credit, if you will give us fecurity . 
upon your eftate. Here is, faid they , a note of 
ours , which any body will tike from you as pay- 
ment for what you want. This was the fame 
thing to the man who wanted money for a par- 
ticular ufe, as if they had given him coin; and 
as fuch demands became frequent, the notes were 
printed, and infenfibly banking was eflablifhed. 

States perceiving the abufe which might follow 
were every one allowed to iffue paper in this man- 
ner, judged it proper to ere£l companies, who 
lent them confiderable fums as a fecurity for their 
faith to the public; and the fuperior credit of fuch 
companies drew the confidence of the public, 
and circumfcribed the dealings of individuals. 
Thus the trade of Lombards, who had formerly 
fupported,. circulation by their bills of exchange 
payable to order, received a farther extenfion by 
the eftablilhment of banks, who, by illuing notes 
payable to bearer, rendered them, in all 'com- 
mercial' countries , every bit as ufeful as any coin. 

Banks once eftabhfhed , regulations became 
necelfary ; and of thefe the firfl and fundamental 
one , was , to ilTue no notes but upon good fecurity. 

If it be afked , what fecurity fhould be taken ? 
The anfwer is , the bell thofe who want credit can 
give. In a country where trade and induftry are 
little kpown, but where' a tafte for refinement is 
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taking place, demand muft be encouraged, in 
order to augment the fupply. And as this demand 
for confumption Ihould , naturally , come from men 
of landed property; the bank, therefore, fhould 
firft refolve to iffue notes upon the fccurity of that 
kind of property. 

When induftry becomes more extended, and 
when trade becomes more fecure, from the folidity 
of mercantile funds, banks may then begin to dif- 
count bills of exchange , and as this branch of 
credit enlarges, the bank will by degrees participate 
of the nature of thofe fecured upon mercantile credit. 

s When public credit, again, is well eftabliflied , 
they will lend upon government fecnrities, pled- 
ged in their hands, and thus become founded 
upon public credit. 

According therefore to the principal objeft of 
their trade, they are faid to Hand upon private, 
mercantile, or public credit 

When a proprietor of lands gives his bond to 
a bank, it fhould be underftood, that as long as 
he regularly pays the intereft of the money bor- 
rowed, the bank is not to demand the capital. 

For this bond they give notes, which are con- 
fidered as ready money, and therefore carry no 
intereft. So the proht of the bank is to receive 
intereft for what they lend , and to pay none for 
.what they owe. 

What they owe is the paper they iffue. They 
owe this to the public; and the fecurity which 
the public has , is the fecurity which the bank 
received from the perfon who borrowed from them. 

i 
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Hence the folidity of banks upon mortgage. 
Their notes become money, and this money is 
fecured upon the whole flock of the bank, and 
the whole property engaged to them. 

But as the flock of the bank is of a determinate 
value , and as the notes they iffue may very fat 
exceed it, the credit of a bank will be precarious , 
unlefs the value of the fecurities upon which they 
lend, be equal to all the notes 'in circulation. It 
will alfo be precarious in proportion as jhe fecu- 
rities themfelves are fo. Hence the intereft the 
public has to take care that banks give credit upon 
nothing but the beft fecurity. 

Chap. V. A bank, therefore, which lays down 
a rule to lend upon the mortgage of folid property 
only , would deflroy confidence , if it Ihould 
launch out in giving credit to thofe who have no 
folid property to pledge. 

Chap. VI. The ufe of all banks is to fupport 
domeflic circulation : this is two-fold ; that carried 
on by confumerS , and that carried on by traders 
and manufadurers , who fupply confumption. 

The circulation carried on among the firfl is in 
proportion to their income , and their credit Ihould 
be in proportion to the funds which produce it. 
The circulation carried on by the laft is in proporr 
tion to the demand for their induflry. 

If a bank be eflablifhed on the credit of folid 
funds, it is very plain that they cannot luppoit 
the circulation of manufaflurers and dealers upon 
the fame terms, or in the fame way they do that 
of proprietors. They may indeed difcount bills; 
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but they cannot give a permanent credit upon a 
fecurity which is not founded upon property. This 
opens a new combination. 

Trade and induflry are difperfed through many 
hands , and if the flock of thofe who carry them 
on be comjjared with what is neceffary for that 
purpofe, it will appear very fmall. What is defi- 
cient in flurk niuft be made up to them in credit; 
and this will be in proportion to their integrity, 
capacity , and good fortune. A frail fecurity for 
paper, which is to become the money of a nation! 
Such fecuritiesinuft either be rejtfled by every bank 
whatever, or the whole fabric will tumble into 
ruin. But this fubaltern clafs of dealers may have 
recourfe to merchants , whofe wealth and funds 
are folid and extenfive. To thefe a bank may give 
credit, and they again , in their dealings with the 
other clafs, may indemnify themfelves of all the 
rilk they run , by profits in proportion to it. 

This clafs of merchants I call exchangers ; becaufe 
they deal principally by bills of exchange in the 
credits they give, which are of the greateft advantage 
to an infant trade and a growing induflry. 

Chap. VIL When banks were hift eflablifhed, 
there was no money knowm but coin, and many 
there flill are , who do not clearly fee how money 
can pofTibly be made of any thing but metal. The 
fcarcity of coin raifed the rate of intereft, and 
when banks began to lend their paper , they ex- 
afted the fame intereft as if they had been lending 
coin. Hence they were obliged to promife pay- 
ment oi their notes, in coin, upon demand. In 
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confequence of this , the policy of circulation pro-’ 
ceeds upon the fuppofition , that bank - notes are 
equal to coin in every refpeft ; and when any in- 
terruption happens in the ready exchanging them 
at the bank , all runs into confufion. I fliall after- 
wards lliow how this might be prevented. 

While a country has a balance of trade, either at 
par or in her favor , no body has occahon for coin, 
except to reduce bank-notes to their lowell denomi- 
nation of money. But when a balance is due to other 
nations which muft be paid in gold and filver, every 
one who wants coin for that purpofe, runs to the 
banks, which are obliged to pay in it, and then they 
are thrown into diftrefs. Hence we may conclude,’ 
that a bank taking upon itfelf the obligation of paying 
in coin , without carrying its policy farther than the 
banking trade , cannot Band its ground in a country 
which owes , upon an average , a balance to other 
nations. This opens a new and a moft curious 
combination. 

Chap. VHI. In the mechanical operations of trade, 
when they are not combined upon principles, and 
direfted by a fuperior policy , every balance due 
from one nation to another upon the whole of their 
reciprocal payments, that is, in confequence of their 
debts and expenfes abroad , as well as in the courfe 
of their mercantile operations , muA be paid in 
the metals. 

.For tranfailing this balance, there is a fet of 
merchants who deal in the bufinefs of exchange. 
Every debtor to another country is fuppofed to have 
value in his hands fqr it , which he converts into 
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bank-paper ; with this he bnys a bill of exchange ^ 
dr iwn npon the place where he is debtor , and the 
exchanger who fells It , demands coin of the bank^ 
which he fends off for payment of his bills. If during 
this operation the bank fhould Hand with its hands 
acrofs , and only think of expedients to provide coin* 
it is evident , that if fpecie fhould totally fail in the 
country, trade mufl be at an end , and the credit of 
the bank would be undone : for no body will enter 
into every combination neceffary to difeover the 
impofli aility of converting the whole paper currency 
of a nation into gold and filver. Thus a bank which 
cannot pay in coin, will be fuppofed to be ruined, 
though in reality it may be worth half the property 
of the ftate. 

Is it not then of great confequence to banks , and 
to a nation, that the principles of their trade , and 
the fecurity of their paper, fhould be well under- 
flood? And is it not wonderful , that they them- 
felves have not made evident a thing which they 
muff underftand far better than any one who has not 
had their experience ? 

Chap. IX. When a country gentleman owes 
money in town , beyond what his rents can pay , 
does henot borrowfrom fome body who has money ? 
Does not this borrowing prevent his lands and his 
houfes from being torn to pieces by thofe who have a 
right to demand money of him? Would he not be 
laughed at, if he were to delay pledging a part of his 
property , in order to fecure the whole ? 

Thecafe is juft the fame with banks. They owe afum 
pf coin equal to all the paper they have in circulation. 

In 
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In this they reprefent the country gentleman. 
Foreign nations demand payment from them in coin; 
becaufe it is the fame thing whether diis demand 
be made direflly on the bank , or on thofe who can 
demand it of the bank. Such nations reprefent the 
town. Muff not then the bank borrow upon the 
credit of the fecnrities pledged at the time they 
iffued their notes , and which to them reprefent the • 
gentleman’s lands ? And can they borrow from 
any but thofe who have money ? Their own country 
can have none to lend , while they owe a balance ; 
they mufl therefore borrow from other nations, and 
transfer what they borrow to their creditors abroad. 

Hence I conclude, that as nations which have coin 
pay what they owe with it , and thereby diminifli 
its quantity ; fo nations whofe money is their land , 
muft pay in land , to the diminution of that fpecies 
of property : and as a man who owes a thoufand 
pounds upon his eftat^ is only proprietor of it for 
the remaining value; in like manner, a country 
which pays an annual interefl to other nations , is 
only proprietor of what remains. 

Chap. X. Ifthe country gentleman, who is pufhed 
by his creditors for money, which he cannot expe£I 
to draw from his rents as they become due, fliould 
borrow, for a few weeks, fromon^vho,' after that 
time, will have occafion for his moiiey himfelf, he 
will be put to all the expenfe of giving fecurity for 
it, and at the end of that ihort time, he will be at 
as great a lofs as ever t j find money to reimburfe the 
man who had lent u him. This reprefents the expe- 
dient ufed by banks to obum temporary credits, 
VoL. V. Z 
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inflead of a permanent loan upon a regular intereft. 

Chap. XI. When trade goes on well, and pro- 
duces a regular balance in favor of a country, the 
trade of banking is eafy , and few Employment* 
require lefs capacity. But when the balance begin* 
to be unfavorable, and when, in felf-defence, they 
are obliged to deal in exchange, the cafe is different, i 

Whatever balance is due abroad muft be paid by 
the banks, as has been faid , either in coin or in 
credit. As long as they pa^ in coin, the bufmefs of 
paying the balance is left to exchangers, who condu£l 
the operation. But whenever banks borrow abroad* 
upon a permanent loan, and thereby acquire a fund 
to draw upon, the bufmefs of exchange' falls natur- 
ally into their hands , and they may profit of it 
according to circumftances. In this cafe , not one 
{hilling of coin can go out of the country, in the way 
of payment; becaufe there will be a Iqfs to any one 
who fends it away, when he can pay cheaper by a 
bill. 

Chap. XII. But the moft complicated combina- 
tions arife from the confequences of a wrong 
balance on the Bate of domeflic circulation. 1 hope 
this matter will be more eafily comprehended, from 
the fhort- recapitulation lath now to give of it, .after 
all that has bee^ faid upon the do£lrine of taxes, 
and of the difficulty of paying them , when money 
is fent abroad. 

Money is the inftrument of alienation ^ and when 
this inftrument is taken away, alienation muft deafe. 
Now, it is a matter of indifference as to circulation, 
whether money be rendered fcarce by being fent' 
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out of the country by the ftate m time of war, or 
by thefubjedls who owe it to Arangers in time of 
peace. A determinate quantity of money is requifite 
for domeAic circulation. In whatever way this 
comes to be diminiflied, it is the duly and intereft 
of banks to All up the void as faA as poAible, by 
readily furnilhing credit at all times to thofe who can 
give lecurity for what they demand. If banks, by 
paying balances, fliall have exhauAed their fund of 
coin, the fault is their own. Why did they not in 
time provide the necelTary funds abroad .>* But in 
whatever manner they pay the balance , the confo- 
quence is, to take a fum of money equal to it out 
of domeAic circulation ; and this cannot be replaced 
but by more money lent by them upon new 
fecurities. If an ill grounded fear fhould at fuch a 
time engage them to refufe credit, when demanded,! 
the country will be in a worfe fituation than if 
banks had never been eAablifhed, from the fudden 
diminution of money, which, without that eAablifh-’ 
ment, never could have happened. 

Blit if banks would confider the whole foreign 
balance as immediately their own debt (and it is 
fo, when they are obliged to pay it) they would 
provide the eafieA method of acquitting it: fince 
none of the expenfe incurred can fall upon them, in 
any proportion to the gain they make, in receiving 
intereA for all they lend, and in paying none for what 
they owe within the fphere of their own circulation. 
Chap. XIII. Whatever contraiils circulation, hurts 
abank, and offers no relief to it with refpecl to th^ pay- 
ment of balances. If they borrow money at home, 
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they cat off the branch they ftand upon, nnlefsthey 
continue at the •fame> time to give credit to aU 
who demand to borrow upon good fecurity. This 
laft combination was omitted in the chapter I am 
now recapitulating; becaufe of the multiplicity of 
thofe I was obliged to introduce, in order to 
demonftrate how hurtful it is for banks voluntarily 
to diminifh.the circulation of the country where 
they are eflabliflied. I (hall therefore bring it in here, 
and refer to the chapter for the other combinations 
which cannot be abridged. 

, Did banks , upon mortgage , make it a rule to 
borrow all the money offered to them , at a fmall 
dedudion from the common intereft , while at the 
fame time they continued to lend as formerly to 
every perfon of good credit; the confequence in a 
little time would be , that they would become the 
abfolute centre of all borrowing and lending , and' 
the greateft part of the expenfe of drawing fecurities 
would be faved. 

Every perfon who had money to lend , would 
lend It to the bank ; and every one who had money 
to borrow, would borrow it of the bank. Upon thefe 
two operations, the difference of interefl paid, and 
received , would more than balance the additional 
expenfe of fo great a detail. But then indeed fome 
new law would be neceffary to facilitate fecurities. 

The clogs laid upon folid property oblige the bank < 
to infift upon conditions , which put it out of the 
power of many perfons of good credit to borrow 
from them. But 1 do not propofe plans: my aim 
^ is confined to principles; and from thofe I have 
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mentioned a new claufe in bank-notes would arlfe, 
viz. to pay in coin, or by a transfer of intereA at a 
determinate rate , at the option of the bearer, not 
of the bank. 

Chap. XIV. This vyould be an optional claufe,' 
very different from that lately introduced into 
Scotland , where the option of paying intereA was 
left to the bank. This has fince been wifely fup- 
preffed ; becaufe it proved a heavy clog upon 
circulation, and enabled the bank to avoid doing 
what their own intereA , and that of the nation, 
required of them , viz. the ready payment of all 
balances againA the country. But in fuppreffing 
optional claufes, government Ihould facilitate the 
means of paying balances, and of providing coin. 
This is done by eAablilhing and fupporting the credit 
of the banks, in proportion to ti^olidity and extent 
of their funds. An example of Ws nature occurred 
in Ireland, in April 1760, when the parliament 
intereAed itfelf direflly in the fupport of the credit 
of fome private bankers. A mint alfo is neceflary; 
or if this fliould be judged improper or fuperAuous, 
fome affiAance at lea A ffiould be given in conveying 
coin from the place of its fabrication. 

Chap. XV. All branches of policy are brought 
to perfeftion by degrees, when , inAead of being 
eAablifhed at once on found principles, they intro- 
duce themfelves mechanically, by cuAom and 
pra£lice only. When therefore a national bank is 
not found to anfwer all the purpofes expefted front ^ 
it, private people imitate their plan, and All up the _ 
void. Thus in Scotland, when the banks of Edin- 
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biircfh did not fufficiently fupport circulation in the 
more diftant parts of the country, private banking 
companies were erected , and degenerated into a 
great abufe. Every one ilTned notes payable to 
bearer. Thus the public was filled with paper 
money, the credit of which was quite unknown to 
many, who were however forced to receive it. 

Whatever is payable to bearer , is payable to the 
public; and no doubt the public has a good right 
to prevent the ifliiing of notes by any but fuch as it 
has confidence in. When a note is payable to order, 
every one who circulates ii is reponfible for the value ; 
but when it is payable to bearer, there is no reconrfe 
upon any but the firft grantor of the obligation. 
Such regulations therefore fliould be made in this 
refpedl as may give a folidity to the paper, facilitate 
a general circulatigj® and prevent the eftablifliment 
of a currency conmed to particular diftri£ls within 
the fame country, which tends to introduce a courfe 
of exchange from one town to another. This would 
be the cafe , were the circulation of eveiy county 
carried on by the county bank. A communication, 
therefore, of intereft between the banks of a country 
is requifite, or elfe the obligation to pay fliould not 
be confined to the place where the bank is eflabliflied. 

Chap. XVI. Here I refume the principles I have 
deduced , in a fliort fketch of a general plan of 
regulations for a bank of circulation. 

Chap. XVII. If proper regulations upon the ban- 
king trade fliould be found inconfiftent with the 
Jaws and manners of a people , which require a 
more extenfive liberty to every one to carry on 
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^vhat commerce he thinks fit, I think it is reafonable 
that every company of merchants who iffue papery 
payable to bearer , without the fan<Sion of govern- - 
ment , Ihould be obliged to fubjeft their books to 
fome kind of public infpeflion , that it might be 
feen whether the credit they grant to individuals be 
of a fufficient folidity to .anfwer for the notes 
they circulate. 

Chap. XVIII. The numberlefs diftrefles of the 
Scots banks at the end of laft war, made itnecef- 
fary to Ihow , in a particular chapter , what the 
confequences might have been , had the banks at 
that time totally withdrawn their credits, and given 
up bufinefs. This ftep would , i mo, have cut off 
their whole profits of banking', ado. It would have 
ruined the whole 'clafs of exchangers ; and with 
them, 3tlo, the whole trade and manufa£lures of 
Scotland. 

Chap. XIX. Here I take a farther ftep into thofe 
intricate combinations. ' I now fhow how the whole 
obligation, both of paying in coin , and dilcharging 
foreign balances , may be taken off from thofe who 
adminifter a national banL Their notes are propofed 
to be paid by a proportional transfer of intereft. 
All intereft due by banks on "that account , and to 
banks for credit given, is propofed to be paid in coiii 
at certain terms. Thofe who haveoccafion for coin 
are to buy it at the mint: but this coin is entirely 
calculated for domeftic circulation ; and therefore a 
very moderate quantity of it will be neceffary. And ' 
for the payment of all fums due to foreign nations, 
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I lay it upon government , according to the plan 
propofed in the 5 th chapter, upon exchange. 

7 iius the whole policy of circulation is divided into 
three diflintR branches; 

imo. The melting down ofproperty, and keeping 
circulation full at all times. This is the bufinefs 
of banks. 

^do, 1 hepro'iddingofcoin is the bufinefs of mints. 

3//0, The granting bills on foreign parts, for value 
in the national currency, is x the bufinefs; of 
the Bate. 

Chap. XX. The objecflion to this docRrineis, 
that if notes are not payable in coin, they ceafe to 
be of value. The anfwer is fliort. The ufe of paper 
money is to keep reckonings of value between people 
who have property ; the ufe of coin is to avoid giving > 
‘ credit to people who have none. 

The value of the paper in the country is afcertained 
by the value of the intereft which is paid for it in 
coin; and by not paying the capitals in coin , you 
prevent its being carried off without neceffity, when- 
ever a balance becomes due ; which balance might be 
paid by the means of credit. 

Chap. XXI. I ffiow, by many arguments, 
(afterwards employed in the loth chapter, upon 
public credit, and which render this combination 
more fimple than I fliould otherwife have been able 
to make it in this place) that the return of a favorable 
balance of trade will clear the bank of all the 
foreign debts contrafled by it , for the relief of the 
' country 5 as a like favorable balance on the trade of 
Great Britain has the effe^I of letting that nation free 
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from a proportional part of the money dne to llrangers. 
In this cafe , the favorable balance is incorporated 
in the public funds due to natives : in the other cafe, 
it is incorporated with the flock of the bank fecurities, 
and enables them to relieve that part ofthem which 
was engaged for the interefl paid out of the country. 

Chap. XXH. The conflitution ofthe bankof Eng- 
land differs effentially in fome particulars from that > 
of banks upon mortgage, and private credit. It is 
not fo much calculated for multiplying the currency, 
by melting down private property, as for facilitating 
the circula tion of the trade of London, and exchequer' 
of Great Britain. , 

. The grounds of confidence upon which the notes 
of this company fland are very great. 

1 mo , A capital of eleven millions fterling , for 
which they are creditors to the nation. 

<2do, A fum of credit-cafli at all times in their hand, 
of about eleven millions more. 

3 lio , The bills o exchange of all the great mer- 
chants of Europe , which they difcount. 

4m, When they iffue paper to government upon 
the faith of taxes , or circulate exchequer bills , 
they have the fecurity of the public faith for the 
fliort advance of a few months. 

This bank, I have faid, is more ufeful for pro- 
moting circulation than for augmenting it. It 
has however lent its affiftance in this refped on ’ 
very critical occafions. It has circulated exchequer 
bills; and tallies, which, from difcredit at the 
time , were as ill calculated to fupply the ufe of 
money, as lands or houfes are, from their un- 
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^^wieldy nature. The great advantages the public 
reaped from fuch operations, abundantly lliow the 
utility ofbanics, which are calculated for that very 
puipofe. • 

Tile principal operations of this bank are, to 
receive and pay away the greateft part of all the 
national revenue,^ expenfes, anddebtsj to difeount 
bills of exchange payable at London , and to fup- 
ply the country with coin. 

The demand of London for ftibfiftenceand manu- 
fa£lures from the country of England is fo great , 
that the whole amount of what is fent up to that 
city, for taxes, and for land-rents there expended 
by the proprietors, does not compenfate it. From 
•which it follows , that by the bank’s not giving 
credit upon private fecurities , the whole of their 
paper is in a manner coiffined to the capital; and 
if any part of that paper cafually goes into the 
t country , it quickly returns , in payment of what 
would otherwife be remitted in bills. So that 
paper circulation in the country of England is very 
inconfiderable , when compared with the coin.^ 
The intention of this chapter is to examine and 
compare the principles of the two fpecies of banking, 
and to point out their feveral confequences as to 
circulation ; from which I am led to think , that 
if banks of circulation were to be eftablilhed in 
the country towns of note in England, they would 
- greatly promote induftry every where , and occa- 
fion no inconvenience from their contrail with the 
national bank. 

Chap. XXIU. After deducing the principles 

< »• 
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upon which the foUdity of pnper money is'eft ib- 
liflied , I proceed to point out the bad confeq”cn- 
ces of ilTuing bank-notes upon a precarious fecurity. 
The bank eftablilhed in France by Mr. Law , and 
the f ual cataflrophe it brought upon that nation , 
furnifli excellent matter for illuftrating the do^lrine 
of paper credit. 

The late King of France left, at his death, a 
debt upon his kingdom of 142 millions fl«.rling; 
the coin being at 28 livres the marc of filver. 

Chap. XXIY. In a few months after his death, 
the debt was reduced to 100 millions, by the turn 
of a wheel. The coin was put at 40 livres the marc. 
But as the hundred millions flcrling, in intrinfic 
value^ after the redudion, con'tained as many livres 
in verbal denomination , as the hundred and forty 
millions did before , the greateft inconvenience 
difcovered by the people was confined to the 
necefhty impofed upon them to fell their old coin at 
the King!s price. 

At this time Law fet up his bank, and without 
doubt affifled people in that refpe£l, with very great 
benefit to himfelf. 

Chap. XXV. He divided the capital flock of the 
bank into 1200 (hares , of 5 ooo livres each(thelivre 
at this time was exadllya fliilling flerling); and the 
purport of the notes he idued was , that payment 
Ihould be made , at all times , in livres of the fame 
intrinfic value. ; 

This :bank was eflablifhed on the principles of 
the Scots banks, and lent fums upon every fpecies of 
good fecurity. The confequence was , that in lefs 
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than three years , France, from being in the moft 
niiferable fituation for want of money, credit, con- 
fnmption, and indnftry, w-israifed, as by magic, 
to the greateft aflluence. The rcafon was plain: 
there wanted nothing but an inflrument to fet all 

O 

the inhabitants to work. This Law gave them in a 
moment; and their own work was the caufeofthe 
aliluence which ahoniihed them. 

This elfeft was produced by an inconfiderable 
fum of notes: tliey did not exceed three millions 
flerling when Law gave up his bank. But credit 
and confidence were eflablillied by that fmallfum ; 
and the notes brought out all the coin which had 
been formerly locked up. It is not a great quantity 
of money, but an exafl proportion of it , according 
to demand, which fupports trade and induflry. 
That proportion may be fuflained by the means of 
banks , but by no other expedient whatever. 

Chap. XXVl. Law’s bank was no fooner eftab- 
liflied , than he fought to enlarge his bottom. He 
found a trading company mined in their affairs, 
tliough entitled to great privileges. He found alfo 
large fums of public ftate billets circulating at great 
difcredit, from an ill paid intereft- He got a grant 
of the company to himfelf and affbciates. He 
opened a fubfcription for soo,ooo fhares, of 5oo 
livres each. He took payment in thofe difcredited 
obligations ; and when he had got the ftate billets , 
(given in at fubfcribing) he engaged the Regent to 
promife pun£lual payment of the intereft. This 
was no fooner done , than the difcredited paper , 
which was become an a6lion, or a lhare, as we 



Digitized by Google 



Chap. XIII. POLITICAL ECONOMY; 



3.19 

have called it, only by being fubfcribed for to Mr. 
Law, rofe above par. ^ The nation cried out, 
a Miracle ! Law was a favionr , in the eyes of ronie, 
a conjuror in the opinion of others. 

H is credit and his capacity for conducing the 
greateft undertaking within the power of numbers 
and computation, being eflabliflied , infpired the 
Dtike of Orleans with a fchemeof unbounded ambi- 
tion , which, in favor of many who have never 
rightly compreliended the nature of it, I have been 
, at very great pains to trace , in the eight following 
chapters. And as a recapitulation is uleful to 
alTemble ideas within a fmall compafs, which have 
been difperfed through many combinations in the 
work itfelf, I fliall here, in a few lines, give a 
general idea of the whole plan. 

The Regent perceiving the ufe of paper money , 
well fecured on folid property, refolved to take the 
bank into his own hands , in order to ilTue paper 
fufficient to pay off the whole debt of France. Now 
paper ilTued for paying debts is fecured upon no 
fund at all. It is the fame as if it were iffued for 
payment of meat and drinL The whole fecurity 
therefore was his own word. 

But the difficulty was to prevent this paper from 
inftantly returning upon the bank; becaufe it far 
exceeded all the ufes of circulation , and , conle- 
quently, could not be fufpended in it. 

The expedient fallen upon was to raife the value 
of the a^lions of Law’s company, (which by the 
fubfequent incorporation of new privileges were 
multiplied beyond 600 000) to a great height, by 
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promifing great dividends rpon them. The com- 
pany accordingly promifed a dividend of aoo livres 
a year , upon a capital which was originally worth 
no more than 5oo livres. 

The great quantity of paper money difperfed had 
funk the rate of intereft to a per cent. 1 he dividend, 
thr-rctore, combined with the rate ofinterert, car- 
ried the market price of the aclion to lo ooo livres. 
Here was a new fund provided as an outlet for all 
the bank-notes paid to the creditors; and in pro- 
, portion as they bought the ailions from the Regent, 
or tile company, whom I here confider as the fame , 
the notes were to be cancelled. 

By this operation all the debts ofFrance were to 
be converted into aiSions of the company of the 
Indies, and were to fli a re its fate. But thenitmuft 
be remembered, that this company had in a man- 
ner the whole revenue of France in farm; and by 
a recapitulation of the different branches of their 
profits , their income amounted to eighty millions 
of livres a year. So that if matters had been well 
managed, had credit been fupported by fair dealing, 
had no arbitrary a£ls of power, in tampering with 
denominations of coin and money, taken place , 
and had the Regent fupported and encouraged the 
company ; they in fa<R might have been able to pay 
more than all that was required of them; and the 
very diminution of the intereft of the public debts , 
by the fall of money to 2 per cent, was , in effe£l, 
cutting off one half of the capital. So that if we 
ftjppofe tlie total value of the 2000 millions of debt 
equal to loo millions fterling, the debts of France , 
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hy this fcheme , would have been reduced to an 
annuity of 2 per cent, on a loo millions, or two 
millions fterling a year paid to the company, who 
then reprefented the creditors of the nation. “ . 

But the projed was too great; the capacity of 
thofe who were in the management was too fmall, , ' • 

and the time was too Ihort for bringing about fo great 
a revolution : thus it failed ; but in a way which 
fuggefls no reafon to believe that it might not have 
been fupported. 

Chap. XXXIV. The denomination of the paper 
was reduced to one half by an a£I of power: a man ' ' < 

who, for example, had a bank-note for loo /. had 
it reduced to 5o /. This at once deftroyed the whole 
credit of France. But it would have flood its ground, 
without doubt, had the Regent called the fifty 
pounds with which he paid fuch a note, one 
hundred pounds ; although , if you abflradl from 
, the interefts of debtors and creditors, which never 
were attended to, it was abfolutely the fame thing. 

The altering the denomination of paper implies, 

however, this additional injuflice above that of ' 

altering the denomination of coin, that it changes 

the value of the paper in all cafes ; becaufe it contains 

no other value than the denomination: whereas ' ' 

coin has a value independent of that, which ho law 

can alter. 

Chap. XXXV. The form of a bankpropofed for, 

France, in this chapter , is pretty much ihe fame ^ 

with that mentioned ija chap. i6; only here I have 
not even admitted the payment of the interefl in " 
coin, for fear that an adi of power, by carrying oil a 
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few thoufand louis dors on a prefent exigency, mi t^ht 
totally ruin the credit of fuch a bank , and conle- 
■ quently draw ruin on the \vhole nation. 

This bank is intended merely as an office for 
keeping accounts between people of property, and 
thereby of greatly increafing and fupporting circu- 
lation. 

Chap. XXXVI. Having difmiffied thefubjedl of 
banks of circulation, I come next to thofe of depofit. 
Here I deduce the principles upon which the bank 
of Amfterdam is eflablilhed. 

This bank iffiues no paper, and grants credit upon 
- no fecurity but coin locked up in their vaults. Con- 
fequently, the ground of their credit is the faithful 
prefervation of this coin. Were it at any time to 
be diminilhed below the value of the credits written 
in their books , the nature of the bank would be 
changed. Were the coin to be lent on good fecurity, 
fuch a bank would then immediately become a 
bank of circulation upon mortgage ; fince it would 
be the fame as if the credit had been at firft granted 
upon that fecurity. Were the coin difpofed of for 
no value, the bank would be from that moment 
bankrupt in fa^f, although the fecret might be kept 
for a long time. 

Chap. XXXVII. The intention of eftablifhing a 
bank of this nature at .^mflerdam was to fix the feat 
of trade in that city^ The ordering all bills of exchange 
to be paid to the bank in coin, and the giving to the 
holders of the bills only a tyedit in bank for the 
value , was an effedual means of obliging the pro- 
prietors of that credit to carry on their trade in the 

place 
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place where their funds were eftabliflied beyond a 
poffibility of removing them, except by transferring 
them to others who, by accepting of the transfer, 
came under the fame necelRty. Were indeed trade 
to become incompatible with the fituation of the 
city, as if an earthquake lhauld fill up the port, then 
the bank would either be removed elfewhere, or 
the credit writ in their bpoks would become of no 
more value than gold in an inacceflible mine. This 
regulation alfo prevented the circulation of bad coin ; 
becaufe when payment of bills was made to the 
bank , they took care that nothing but good coin 
ihould be received. 

From thefe regulations it appears that money 
cannot be multiplied by banks of depofit ; but on 
the other hand, it cannot be diminilhed by expor- 
tation, without the a£l of the bank^ and the transfer 
of credit anfwers every ufe of coin in trade , and 
prevents alfo its wafte in circulation. 

Chap. XXXVIll. Coin is liable to conflant 
viciflitudes. Its denomination may be changed by 
an a£I ^of power , and its real weight may be 
diminifhed in circulation. But when it is locked up , 
all thefe inconveniences are prevented. Bank-money, 
' therefore ; being the value of the coin locked up , is 
conftantly the fame: whereas all coin which circu- 
lates is liable to variations; - confequently, thefe 
variations are relative to the coin which circulates, 
and not to the bank-money. The difference between 
the one apd the other is called agio. 

Chap. XXXIX. Many have imagined the trea- 
fure of the bank of Amlterdam to be immenfei 
VoL. V. A a 
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becaufe no body can ever take any thing from it, 
and that it is conftanfly receiving new augmenta- 
tions: but the policy of the bank itfelf deflroys this 
fuppofition, and fliows plainly , that the fum locked 
up never can exceed what is abfolutely neceflary 
for circulating the trade of the city. 

It is true, no perfon can go to the bank and 
demand to have the amount of his written credit 
paid him in coin. But were the written credits to 
exceed the ufes found for them, the value of fuch 
bank-money would diminifh ; confequently , the 
Table of the circulating coin would increafe, which 
is the fame thing. Now as this would prove a 
great dilcredit to the bank , they employ a fet of 
cafhiers or brokers to keep the balance even. Their 
bufniefs is to buy and fell bank-credit with current 
coin, and to thefe the bank gives credit. When 
there is a demand for bank-credit, the cafhiers fell 
it for coin , and both parties going to the bank , 
a new credit is written , or the cafhier’s credit is 
transferred to the buyer. When , on the other 
hand, coin is demanded for bank-credit, the caih- 
iers pay for it with coin which the bank lends 
thcm> and for their repayment, they transfer to 
the bank the credit they have bought with it. 
This needs a little explanation. Suppofe one to . 
have credit in bank for a thoufand gilders , which 
he wants to fend away in coin. He goes to the 
cafhier and fells his thoufand gilders of bank-credit: 
the bank lends this thoufand gilders to iheralhier, 
and the man who fells the credit gets the coin, and . 
makes a transfer of the credit in favor of the cafhier. 

j. \ 
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Blit as he owes tliis fum to the bank, he transfer* 
this credit to the bank itfelf, in payment of the 
thoufand gilders borrowed ; and then the bank may 
expunge it, it they pleafe, from their books ; becaufe 
it is due to themfelves. Thus although no money 
can be demanded of the bank by one who has 
credit , they can give the money to a third party 
who does it for them. 



Part III. Of Exchange. 



Chap. I. FoRElGN 



circulation is carried on by 



bills of exchange. 

When reciprocal debts are contrafled by different 
countries , the creditors in both take payment at 
home for the bills they draw to the order of thofe 
who pay ; and they again indorfe the bills to their 
creditors abroad. 

In this contrail four parties concur ; the domeflic 
and foreign creditors; tlie domeflic and foreign 
debtors. This operation can extend no farther 
than to the amount of reciprocal and equal debts, 
if there be a balance owing upon one fide , this 
balance mufl be paid in value , either in money 
or merchandize. Now as a debt is much eafier 
difcharged by compenfation than by payment, mer- 
chants endeavour to profit of this compenfation, 
but as every one endeavours alike when there is a 
balance on one fide , it operates upon the whole 
of the exchange , and every one muft bear his 
fliare of the expenie of paying it. 

A a a 
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If London fliould owe a balance to the world, 
after compenfating all that the world owes to her, 
every London- debtor to the world will wilh to 
compenfate; conlequently , he will look out for 
one who is creditor to the world: but this fearch 
betrays the fecret , and (hows that he is the deman- ^ 
der; upon which the other avails himfelf of hit ' 
fituation , and refufes to compenfate without pro- 
fit. Hence the fecrecy laid to be requifite in this 
branch of trade. It is requifite to the trader 
only, whofe intereft is concerned; becaufe what- 
ever one fet of merchants in a place wifh to con- 
ceal , another fet have conftantly an intereft jo 
divulge. The intereft of the ftate confifts in pre- 
ferving an equality of profit and lofs among them 
all; %nd in facilitating to them the paying and 
receiving the balances due upon the total of all 
their tranfaflions. The lofs of the nation is upon 
the balance due by the country; the expenfe of 
paying the balance, which is the price of exchange , 
is only a relative lofs to foihe of her fubje<!!ls, and 
a relative gain to others. 

The attention, therefore, of a ftatefman in what 
regards exchange, is, imo. To take care that the 
true par between the value of the national money 
and the money of other nations, fhall be as much as 
poffible proportional to the quaptity of metal con- 
tained in each. 

idoy To remove domeftic inconveniences in 
paying with the metals , or national coin , every 
Unavoidable balance. 

Ztio, To hinder the expenfe of acquitting a fmall 
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balance from occafioning a lofs on the compenfation 
of reciprocal debts. ' - 

And, 4 / 0 , When he finds an* inconvenience in 
allowing the metals or coin to go out of the country, 
he mufl affift in having the balance paid in the way 
of credit 

Chap. II. . The befl method for determining 
exaftly the true and intrinfic value ot the metals, 
coin , or money , in which the balance due to of 
from a foreign nation, is to be paid, is to compare 
the refpedlive value of fine bullion with the refpedive 
denominations of the coin in the two places exchan- 
ging; and to ftate the differende only, as. the price 
paid for the exchange, lb render this more prac- 
ticable, a propofal for rendering all mint-weighti 
more determinate is fet forth in a note. 

Chap. III. When upon the whole of a nation’s 
trade with the reft of the world , a balance is due, 
it muft be paid, either in intrinfic value, which 
totally difcharges it, or by giving fecurity for it, and 
paying intereft until the charge can be obtained.' 
We confider in this chapter the methods of dif- 
charging it. 

A ftatefman is the beft judge when his people ought 
to pay with bullion, and when with credit.. If he 
approves of their paying with bullion, that is, with 
gold and filver, he fhould render the exportation of 
the metals as eafyas pofRble. If a duty belaid upon 
coinage, he need not be afraid that any one will lend 
oil the coin, as long as bullion can be found; and 
when this runs ihort, if he does not chufe that his 
coin fhould go out, he muft lend his aftiftance in 
• Aa 3 
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paying with credit. If he finds it againft his intereft 
either to pay in ope way or in the other, he muft 
put a flop to the trade which creates the balance t 
for while fuch trade is permitted , he will find it 
beyond his power to prevent the payment of that 
balance in the mofl hurtful way pollible to his 
country. 

1 litre obferve, that in countries unacquainted 
with trade, and in others where the whole external 
commerce is carried on by flrangers , a good ex- 
pedient for cutting off fuch hurtful branches of traffic 
is to lay all the reflraints poflible on the exportation 
of the metals , in order to promote the exportation 
of what the country can offer in return. But when 
trade and induft ry are eflablifhed , thefe reflridlions 
ceafe to be ufeful; becaufe merchants then hud 
a profit upon exporting domeflic produftions^ 
which they never can have upon exporting an 
intrinfic value. 

A flatefman, therefore, fliould conduct his opera- 
tions according to the fituation of his country. If 
foreign trade be unprofitable, cut it off as much as 
pofTible, and lay every reflraint upon the exportation 
of coin. If it be profitable , lay no reflridions on 
payments , becaufe you are fure you will gain upon 
the whole. And if, in any particular cafe, you 
incline to keep your coin at home , mortgage your 
country, and pay with your credit. , 

' If, when you are obliged to check foreign trade* 
and lay prohibitions on the exportation of coin, 
exchange is found to rife to a great height againfl 
you, yet will this exchange produce no national 
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lofs ; it will be paid within the country by thofe who 
confume foreign commodities, to thofe who are at 
the trouble and expenfe of tranfa£ling the balance. 

Chap. IV. Here I demonflrate what before I had 
in a manner taken for granted , viz. that the price 
of exchange is neither a national lofs , or a national 
gain ; but whether it be favotable or unfavorable, 
it produces an inftabilityin the profits upon trade, 
and fhould therefore be kept at par by all poflible 
methods. I alio fhow how exchange is favorable to 
exportation, when the balance is againfl a country, 
and how the exchange is unfavorable in- that refpe<S 
in proportion as the balance is for that country : 
and as whatever exchange is gained by exporters is 
loft by importers, and vice verfa, fome have con- 
cluded, that an unfavorable balance does of itfelf 
deftroy its own pernicious effe£ls, and fets the 
balance even. I endeavour to difprove this pro- 
pohtion, by fhowinghow the importers are indem- 
nified, as to their lofs by the exchange , from the 
additional price they get for their foreign com- 
modities at home; whereas the exporters cannot 
raife their prices abroad; becaufe foreign competition 
will not permit them. So that in one cafe the wrong 
balance hurts the rich confumer at home, who can 
bear the lols ; and in the other, the right balance 
hurts the poor manufa£lurer, who cannot. Hence 
I conclude, that it is greatly for the intertft of a 
trading ftate to keep exchange, at all times, as nearly 
at par as poffible. 

That this is a pra£licable fcheme, I prove by a 
matter of fa£f, and by an experiment made in France 

A a 4 
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by a late minifter ; where, upon a certain occafion, 
the exchange having rifen to a great height againft 
France, he immediately brought it to par, by 
ordering bills upon Holland to be furnillied at that 
rate, to thofe who lliould demand them ; and by 
taking upon himfelf the expenfe of fending the 
money paid for fuch bills, to the place upon which 
they were drawn. 

I obferve, however, that fuch operations can only 
be recommended to flatefman who prefide over the 
interefls of flourifliing trading nations; becaufe in 
•proportion as they are benefited by facilitating the 
payment of the cafual balances due by them from 
time to time, in fo far is a prodigal nation hurt, by 
facilitating the dilTipation of their property, and by 
contriving a ready method of transferring it to 
foreigners. 

Chap. V. When a nation owes a balance, after 
all the payments they have been able to make, either 
in coin, bullion, bills, or merchandize,*!! is evident, 
that what remains can only be fatisfied by obtaining 
credit for it, at the expenfe of mbrtgaging the country 
and paying intereft for the remaining balance. When 
this, however , happens to be the cafe , it involves 
the nation-debtor in a multitude ofexpenfive opera- 
tions conduced by exchangers, who conftantly find 
a profit in carrying them on, though at a very great 
lofs to individuals within ''the country. To prevent 
this inconvenience, I propofe, that the flatefman 
(hould take, upon himfelf the obtaining of credit 
abroad, for the balance due by the country he 
£^verai; and that the expenfe incurred by this 
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operation fliould be defrayed by the public, whereby 
every individual within the Aate will contribute hig 
fit are towards maintaining an uniformity in the 
profits upon trade,' and fnpporting the ftability of 
commerce, from the regularity of the courfe of 
exchange at all times. This operation refembles very 
much another of which we have already fpoken in 
treating of banks of circulation upon mortgage. 
There we recommended the payment of foreign 
balances as a proper branch of bank-adminiftratron : 
here we recommend it to a flatefman to interpofe_ 
voluntarily between his fubjefls and their foreign 
creditors. This is the beft method of fupporting 
commerce, when it happens accidentally to fall 
'ttnder the difcouragement of an unfavorable balance. 



Part IV. Of Public Credit. 

Chap. I. TPhE credit of a ftate refembles, inmoft 
things, that of an individual : they differ however in 
this, that when a private man contraflsa debt, he 
himfelf is anfwerable for it. When a flate contrails 
a debt, thofe/ who • contrail the obligation in the 
name of the flate are not relponfible for it. Hence 
it happens, that private people are commonly more 
anxious about paying their debts than flatelmen 
are who adminiiler for the public. ' Another dif- 
ference is , that public debts do not' fq much affeil 
the profperity of a flate as private debts do that of 
debtor. The intereftol a private debtor is fimple 
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and uncomponnded ; that of a ftate is fo complex , 
that the debts they owe , w//e/i due to citizens, are, 
on the whole, rather advantageous than burdenfome; 
they produce a new branch of circulation among 
individuals , but take nothing Irom the general 
patrimony. 

In deducing the principles of public credit, we 
muftfuppole it the eAabliflied maxim in the ft itt^ to 
adhere to the f lith of their engagements ; and that a 
permanent fund is appropriated for the payment of 
the interefl of all tlie money borrowed : a liberty 
muA be fuppofed , at the fame time, to redeem the 
obligation by adequate payment; and alfo an eafy 
transfer of the capital from hand (o hand, toindem. 
nify every creditor for the lofs of his capital. , which 
is not demandable from the Aate , as the cafe com- 
monly is in private fecuritie?. 

The confequence of the fwelling of public debts , 
is, to occafion a proportional augmentation of con- 
tributions out of private property. The confequence 
of this again , is , to produce a vibration in the 
balance of domeftic wealth. This creates a monied 
interefl, which fwells in proportion as public debts 
increafe ; and which may fwell to fo great a height 
as to transfer the income of a whole nation from 
the nominal proprietors to the public creditors. 

A flitefman, therefore, ought carefully to attend 
to the fpirit of the nation he governs , before he gives 
way to a regular and fyflematical augmentation of 
public debts. Tn monarchies, the proprietors of ' 
lands may bear for a while the temporary diminu- 
, tions of their annual income, though they will not 
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eafily be made to fubfcribe to a plan which evidently 
tends to deprive them, of all they have, and to 
transfer their power and property to a fet of men 
whom they have always confidered as their, 
inferiors. 

In monarchies , therefore , a great increafe of 
public debts will more probably bring on a national 
bankri^^jtcy , than in governments which participate 
of the republican form. , 

The confequences , therefore, of the fwelling of 
public debts maybe, either, imo. To difturb the 
tranquillity of the Hate , by an attempt to transfer 
the property of it from the real poffelTors to a new 
created monied intereft : or , 

2(/o, If a fyfteniatical plan of borrowing upon 
folid fecurity be' not laid down , it may mechani- ' 
cally draw on a general bankruptcy : or , ■ 

3/to ,■ If debts be allowed to fwell beyond due 
bounds, fo as to hurt the intereA of the great body 
of the proprietors, the Rate may be engaged to adopt 
the fatal expedient of a fpunge : or , 

4/0, If thefpirit of the people prove compatible 
with the fyAem of borrowing and fnpporting public 
credit to the utmoA extent, then the whole income 
of the nation will remain in perpetual Aufluation , 
paffing from one fel of creditors to another, the Aatef- 
man Adi retaining the adminiAration of it for their 
ufe: or, 

5/0, If the debts contrafted become the property 
of foreignets, thefe will either remove into thecountry 
where their funds are , or the income of the whole 
will be converted into a foreign tribute. 
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Chap. II. While public expenfe was defrayed 
from treafures , public credit was a thing unknown. 
While fupplied from rapine and extortion, it never 
could exift. During the fimplicity of ancient man- 
ners, when there was neither induflry or circulation, 
credit was unneceffary : the coin was more than fuf- 
ficient to ferve every pnrpofe of alienation. 

When trade and induflry began to make a progrefs 
in Europe, in the Hans town®, and in the repnblics 
of Genoa and Venice, the confequences of their 
credit were foon felt by Princes , who aukwardly 
began to imitate their examjde ; firA, by borrow- 
in!T money upon mortgages of their lands and prin- 
cipalities ; and afterwards , by impofing taxes and 
felling them for what they could get to a moft 
rapacioTis fet ofmen, tlie tax-gatherers. Thisfpread 
opprefTion , and this again foon brought the Prince 
to poverty, 

. 'Taxes, however, once eAabliflied ir\ this violent 
method , and upon urgent occafions , came , in 
time, to be improved, and formed a large fund, 
which now ferves as a folid bafts for public credit. 

Chap. III. While taxes were only appropriated 
for a time, for the repayment of the debts con- 
trailed by a Aate, the attention both of the Aate 
and of the lenders was totally fixed upon the difcharge 
of the capitals : but in proportion as money in- 
creafed , in confequence of the whole fyAem of 
modern political economy, the lenders formed 
to themfelves a newpoint of view, viz. the acquit 
fition of a permanent intereil arifing from a trans- 
ferable capitaL' 
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In order to make this change of policy from 
borrowing with an intention to repay the aapital, 
to borrowing with an intention to pay a perpetual 
intereft, the more fenfible, I have traced in this 
clmpter the progrtTs of the fiift , by a review of 
the plan of public credit in England until theend 
of the laft century. 

Here 1 analize briefly the fentiments of Dr. Da- 
venant, and compare them with thofe eftabliflied 
in our days , when the latter policy has taken place; 
and upon the whole 1 determine, that the difference 
in the fyflem of public credit then and at prefent, 
has proceeded principally from the difference in 
the ftate of circulation, and from the expedients 
now fallen upon for increafing the quantity of mo- 
ney , in proportion to the ufes found for it. 

Chap. IV 1 then compare the ftate of public 
credit in France, during the adminiftration of 
Cardinal de Richlieu , with that of England after 
the revolution. Here I endeavour to point out the 
influence which the different forms of government 
have upon the ftability of public credit, both in 
contrafting and in paying off public debts. 

In France , the power of the Prince furnilhes. 
many expedients for paying off capitals, which had 
been borrowed at an exorbitant intereft in times 
of public diftrefs. 

In England, the limited power of the crown, 
and the refponfibility of minifters for their exercife^ 
of it, is a great fecurity to thofe who lend money 
to the ftate; and confequently , .proves a very^ 
great advantage in contradling debts upon reafon- 
able terms. 
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The longer the two Bates fnbfift , the greater 
will the advantage be found in favor of that which 
adheres the moft Aridly to the faith ofits public 
engagements. « 

iWhen the credit of France and England are 
compared together, tlie difference between them 
is moft remarkable. Tlie Uriel adherence to the 
faith of public engagements has eftabliflied, in 
England , fo nice and fcrupulous a credit, that the 
fmalleft deviation from its principles may prove fatal 
to the whole fyftem. The credit of France, on the 
other hand, has been accuftomed to a rougher 
ufage; and the frequent adls of power, to the 
prejudice of creditors,. rather occafiona temporary 
damp than a total deftrudlion of their credit for 
the future. Such ads of power, however, in 
critical circumftances , prove extremely hurtful ; 
and the advantage of a well eftabliflied credit will, 
in all probability, either open the eyes of that 
nation to their own intereft , or bring calamities 
upon them, which now appear little to be feared, 
in their prefentfituation. 

Chap. V. This chapter contains a lliort fketch 
of the plan of public credit, as carried on in Great 
Britain, from the end of the laft century, to the 
conclufion of the peace in 1763. I here enume- 
rate the principal operations , calculated for en- 
larging the fund of Britifli circulation , by enga- 
ging the bank of England to turn into money the 
diferedited bills and tallies of the exchequei'. I 
have pointed out the principle which ciroumferibes 
]this power in the bank within certain limits. I have 
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traced the progrefs and fluftuations of intereft of 
money ; which have conflaiitly been in propor- 
tion to the demand for borrowing or lending in 
the market at the time. 1 have mentioned the 
life of the finking fund, and the ufe which has 
been made of it. 1 have endeavoured to explain 
the methods of borrowing by premium , and have 
pointed out the inconvenience attending that plan, 
as long as the principal view of diminifhing a 
nation’s debt is confined to expedients for lower- 
ing tlie intereft of the capital. 1 have given a pro- 
greflive ftate of the augmentation' of the debts of 
^reat Britain at the end of every war; to which 
1 have I'ubjoined a fhort Bate of the nation at the 
laft ' peace. 

I conclude my chapter, by affigning reafons 
for the prefent low ftate of public credit in Great 
Britain ; which has been principally owing to the 
large fums of borrow'ed money invefted in the 
funds before the peace, upon the profped ofa fudden 
rife in their price, on the return of public tran- 
quillity. This rife would, undoubtedly, have hap- 
pened; had it not been ohfti u£ted by the necc-flity 
.which the nominal ftockholders were put to, of 
bringing their funds to market, in order to anfwer 
the demands of thofe from whom they had bor- 
rowed what they liad invefted in flock : and un- 
til this operation be completed, that is, until 
the funds of Great Britain become veiled in the 
real proprietors of. them, the ftate of , public 
credit will conftantly be undetermined. 

Chap. VL Having giving a fliort fketch of tlie 
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prefent Bate of public credit in England, I endea- 
vour, in this chapter, toextrad, from the beft 
private authorities to which I could have accefs, 
a parallel view of the affairs of France, fo far at 
relates to its revenues , taxes , and- debts , at the 
peace 1763. 

By the revenue of France, I here underftand, 
not only what comes clear and nett into the King s 
coffers , but alfo what is farther levied upon his 
people. The parallel therefore will not hold 
between the revenue of France and that of Eng- 
land, as reprefented in the preceding chapter, 
without attending to this difference. 

The net revenue of England charged with all 
its debts and expenfe of government, we have 
faid to amount to jo 2j3ooo /. The grofs revenue 
of France , on the other hand , appears to amount 
to 94 740 834 /. fterling. 

But if from this be dedndled that part which 
never enters the royal treafure, and which is ex- 
pended in levying the revenue, and in appropria- 
tions .for particular perpetual expenfes, to the 
amount of 6 8i5 u 1 /. fterling, there will reifiain 
of net income, paid into the King’s coffers, and 
charged with all the debts and expenfe of goveriv- 
ment, only 17 995 793 /. fterling. 

If from this fum we deduct the total amount 
of the net revenue of Great Britain, (io9i3oooil 
fterling) the remaining fum of 7 719 793 /. fterling, 
will Ihow the excels of the French'revenue above^ 
.that of England. ‘ •" . y. 

' . . . - ' The 
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The foregoing fum of 1 7 915 723 /. fterling, arifes 
from the following branchei : 

imo, Thofe which compofe the King’s ordinary- 
revenue; which, at the peace i76f3, amounted to 
12 546 666/. fterling, burdened with the payment 
of 2 022 222 /. fterling of intereft of the debts 
charged upon if. 

ido^ The extraordinary taxes eftabliftied for 3 
limited time , after the peace of Aix-la-Chapelle. 
Thefe amount to 2 3 26 i33 /, and are totally appro- 
priated for the payment of capitals, and intereft 
upon them, incurred during the late wars, ac- 
cording to the principles of public credit in pra£lice 
in England, during the reign of K. William and 
Q. Anne: and fo foon as this fund has cleared the 
charges upon it , it is to ceafe , being no permar 
nent branch of revenue. 

3//0, The extraordinary revenue raifed on ac- 
count of the laft war. This amounts to 3 o3 2 g23 /, 
fterling, and confifts of the fecond and third 
twentieth penny, granted for a very limited time, 
and appropriated , as the former branch , for dif- 
charging the debts lately contra£led. 1 he fum of 
thefe three branches made the total of the 
17925723/. paid in to the King’s treafury, and 
burdened with all tlie public debts. , 

If we therefore fuppofe the two laft branches of 
French revenue to be continued until all the debts 
charged upon them are paid, then we fhall find the 
ftute of that kingdom reduced to the King’s ordinary 
revenue >>1 12 546 6b6 /. ; from which however rnuft 
be deducted at leaft one half of the capitation. 

• yojL,; V. B b 
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Th is half amounts to i i Ka 222 /. fterling , and is fo 
burdenfome, that its continuance will be impof- 
fible. The revenue therefore will be reduced to 
1 1 3^4 444 /. fterling , charged with 2 oaa 454 /. fter- 
ling. iiitereft of debts; of wliich indeed 711111/. 
are annuities upon lives , and muft therefore be 
extinguiflied in time. 

According to this view, the revenue of France 
will be 11 3644/14/. fterling, charged with the an- 
jinal payment of 2022222/ intereft of debts; and 
the revenue of Great Britain is io2l3doo/. charged 
with the annual fum of 4 860000 /. intereft of debts. 

What remains free for France is 9342222/. 
fterling; and for England, 5 353 000 /. 

Bnt out of this free revenue of France muft be 
dedufled the permanent articles of expenfe char- 
ged upon the ordinary revenue, exclufive of the 
intereft of debts already ded tilled. Thefe articles 
amount 'to the fum of 8 468 88g /. which being 
ded tidied from 9342 222 /. leaves a free balance of 
no more tlian 873 333 /. 

On the other hand , if we fuppofe the net 
amount of the revenue of Great Britain , after 
paying the intereft of its debts, to be, as above,' 
5 353 000 /. ; and if the expenfe of the current 
fervice of the year, including the civil lift, be 
fuppofed to amount to 4800000 /, fterling, as it 
nearly did, before the commencement of laft war, 
there will remain of free balance 553 000 /. ^ 

* But if the current annual expenfe Ihould not exceed 
I 600 000 A or 4 400 000 /. inchiding the civil lift, which 
is nearly ihc prefent cftimate , we miy then add 400000/. 
to the free balance, and ftatc it at 9 s 0000 /. in round numbers. 
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From all which we may conclude, that, abftrao 
ting from extraordinary lupplies for extraordinary 
exigencies , the revenue of both nations is pretty 
nearly in proportion to their current expenfe; 
and, therefore, their refpe£five powers, when 
engaged in war, will be in proportion to their 
credit at the time. 

Chap. VII. In comparing the credit of the two 
nations, two things enter into confideration I'irft, 
the confidence of the world , in the folidity of 
their refpefave public faith. This I take to be 
totally in favor of the Britifli nation. 1 he feconci 
is, the folidity and extent of the funds, which are 
to be provided in fecurity of the fums to be bor- 
rowed upon future emergencies. Thefe refources,^ 
in France, we havefeen to con fill in their dixiemes,' 
vingtiemes, double capitation, and extraordinary 
impofitions upon the clergy , and other bodies 
politic ; taxes fo burdenfome in their nature , and 
fo contrary to the fpirit of the French nation , that 
it is hardly poflible they ever can be made fo 
permanent as to anfwer any other purpofe than a 
Ihort temporary appropriation. 

The true refources of France are confined to 
thofe taxes upon confumption above enumerated 
which do not enter into the ordinary revenue, 
and which are now impofed and appropriated 
only for a time. When thefe taxes become free, 
they may no doubt be rendered perpetual, and 
appropriated for a future fund of credit 

On the fide of Great Britain , the cafe is dif-' 
ferent. The greateft part of her revenue is already 

B b a 
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perpetnal ; and the only two branches of annual 
grants, the land-tax and malt-duty, are not fo 
excelTively burdenfome , nor fo repugnant to the 
genius of the people, as to render the raifing of 
them at all precarious. And were this nation once 
to adopt the fyftem of raifing money , in time of 
peace, fufficient to defray the charges of govern- 
ment , the finking fund would prove a refource 
for the future , far above any thing that France 
can hoaft of. 

Chap. VIII. Having by this fliort fketch of the 
Bate of credit in Great Britain and France, pre- 
pared a forr of canvafs for our farther reafoning, 
1 proceed to apply principles to fome combinations, 
which might be formed concerning the confequen- 
ces of an overAretched credit. 

In proportion as credit is ufed for borrowing 
money to be fent abroad , either a fupply of cur- 
rency muA be provided for Ailing up the void , 
or alienation , trade , induAry , &c. muA fuAer a 
check. 

And even if money fhould be borrowed to be 
fpent at home, an additional quantity of it muA; 
be added to circulation; becaufe this new expenfe 
of the Aate will require it 

Every fund of property may be converted into 
money, with the affiAance of credit, providing 
the Aatefman lends his hand to the operation : 
and the fundamental principle for fupporting credit 
of all kinds, is , to provide every one with money 
>vho has property to pledge for it 

yVhcn money is borrowed by a Aate , to be 
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fpent abroad, the loan muft either be made in 
coin, or in paper. If in the firft, it is exported ; be- 
becaufe coin is the money of the world : it in paper , 
it mufl either be converted into coin, and exported, 
or it muff be remitted by bills, dr<.vvn upt)n countries 
debtors to England , for example ; or, in the 1 sft 
place, it muft be paid in the way of credit, by 
Conftiluting England debtor to the Continent foe 
it. When it is paid by bills drawn upon countries , 
debtors to England, then the confeqnence of fitch 
a loan is to^ convert the balance of trade into a 
capital in the public funds. 

In whatever way money is borrowed by a ftate, 
whether from natives, or foreigners, the confe- 
quences are the fame. The operation of a favorable 
balance of trade will transfer what is owirpg to 
foreigners in favor of natives; and a wrong balance 
of trade will transfer the property of natives to 
foreigners. 

If no check beputtothe augmentation of public 
debts, if they be allow'ed conftantly to accumulate, 

. and it the fpirit of a nation can patiently fubmit 
to the natural confequences of fuch a plan, it muft 
end in this, that all property, that is income, 
will be fwallowed up by taxes; and thefe will be 
transferred to the creditors, the flate retaining the 
adminiflration of the revenue. 

The flate, in that cafe, will always confidec 
tliofe who enjoy the national income as the body 
of proprietors. This income will continue the fa me, 
and the real proprietors will pay the taxes im- 
pofed ; which may be mortgaged again to a new. 

B b 3 
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fet of men who will retain the denomimtirn of 
creditors ; until by fvvallowing up the former , 
they flip into their places, and become the body 
of proprietors in their turn , and thus perpetuate 
the circle 

Chap. IX. But as a thoufand accidents may put 
an end to public credit, before fuch intricate 
revolutions can be accompliflied , the confequence 
xnuft be a bankniptcy. This may either happen by a 
deliberate aft of government, or from the natural 
confequences proceeding from an over-ftretched 
credit 

I here endeavour to fliow , that it is impoflible 
to form a fuppofition of circumftances , in which 
a deliberate aft of bankruptcy can be a prudent 
meafure. The only end that could be propofed to 
be attained thereby, would be, to relieve thofe who 
are oppreffed by taxes. But a fudden abolition of 
taxes would have the effeft of ruining the landed 
interefl, as well as all the manufafturing claffes. 
Sudden revolutions are conftantly pernicious; and no 
revolution can be fo fudden as that of a bankruptcy. 1^ 
fuch a revolution fliould happen, frqm circumflances 
which can neither be forefeen or prevented, tlie 
beft expedient would ftill be, to adhere , as much 
as poflible , to the faith of public engagements ; 
becaufe no expedient would be fo produftive of 
good confequences , in fuch a calamitous fituation. 

While the debts of a nation are due to its fubjefts, 
and while there remains any balance due in fivor 
of the nation , no Increafe of debts can neceffarily 
bring on a bankruptcy. It is a contradiftion to 
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fuppofe that a nation can become bankrupt to it- 
felf. But when , on the general Bate of payments 
between a mtion and the world, there is found 
an annual balance due, which cannot be compen- 
fated either in the way of payment , or in the 
way of credit, then indeed a bankruptcy becomes 
unavoidable; 

From this reafoning we may conclude , that the 
method of determining the exatS extent of public 
credit, is to keep a watchful eye upon the increafe 
of debts due to foreigners , and to compare thefe 
with the favorable balance upon the trade of the 
nation. When thofe debts and this balance begin 
to draw near to an equality , if part of the capital of 
the public debts be not immediately paid off , by an 
augmentation upon public contributions, theinfal> 
lible confequence will be a Bate-bankruptcy. 

Chap. X. The firBrequifite for contrafling public 
debts, is to eBabliffi a fund for fulfilling public en- 
gagements. This pAjcures the confidence of the 
lender. The next is , to eflablifli an extenfive plan 
of credit at home , which may be fulhcient at all 
times to keep circulation full. 

When , from the effefls of borrowing , too great 
fums are, from time to time, drawn out of circulation, 
the void muft fpeedily be filled up. If this be neg- 
lefled , taxes will not be paid , as has been often 
obferved ; beBdes , if money be allowed to become 
too fcarce, in proportion to the demand for it, 
jntereB will rife , and borrowing will become 
proportionally more burdenfome to the Bate in 
generaL 
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Foreign expenfe frequently drains the fund of cir- 
culation at home : hence a multitude of inconveni- 
ences arife. To prevent thefe, I fuggeft a new fcheme 
of borrowing, by opening fubfcriptions in foreign 
countries where the intereft is annually to be paid. 
This being to be remitted by the country borrowing, 
aflatefman may, with the greater eafe, obviate the 
inconveniences which might arife to circulation from 
fuch remittances. 

In this chapter, I endeavour to prove by new 
arguments and illuflrations , that national diflrefs is 
more owing to a fcanty circulation, than to circum- 
fcribed property ; and a flatefman who neglecfls to 
employ every method for keeping up the circulating 
equivalent within the flate he governs , to the full 
proportion of all the ufes found for it, fails in the 
moA efleiitial requifite for promoting the profperity 
of his people, and the eAablifhment of his own 
credit. 

Having pointed out the methods of contrafling 
debts , 1 proceed to the method of paying them. 
This may be accomplifhed in fix different ways, by 
the help of a finking fund ; which , 

JOTo, Maybe applied annually, to the difcharge 
of certain capitals, at the option of the Aate. Or, 
arfo. According to a certain rule, to determine • 
the preference. 

3 //o, By appropriating the fund, for the payment 
of a proportional part of the whole outAanding 
capital. Or , 

4/0 , By reducing the intereA of the capitals. Or, 
bto , By converting the whole oi the capitals intq 
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determinate annuities, proportionate to the extent 
of the finking fund. Or, 

6/0, By the means of lotteries, where the Bate 
may gain whatgamefters are willing to lofe. 

• I point out the advantages and inconveniences of 
every plan. The firfl five expedients are too plain 
to require a recapitulation. Thefixth amounts briefly 
to a fuppofition, that the intereft of the public debts 
is brought, by a proper chain of adminiflration , to 
a lower rate than in any other part of Europe. In 
thisfituatiqn , accidental circumflances will occafion 
( as at prefent*) flu£luations in the price of the flocks. 
When they fall below par, let government open 
fubfcriptions for lotteries , to be paid in flock at the 
market price. Subfcriptions alfo might be opened, 
and the old capitals might be received at the market 
price , and conflituted a-new at the current mterefl, 
with a fmall premium above the rate at the time. By 
fuch means , the fum of the old capitals would be re- 
duced, and a fmall benefit would accrue to the fub- 
. fcribers. Then , upon the rife of the flocks , the 
interefl on thefe fubfcriptions might be reduced 
again; from which a double benefit would refult ; the 
price of flocks would be fupported on one hand , 
and the capitals of the putalic debts would be 
reduced on the other. 
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CHAP. XIV. 

Recapitulation of the Fifth Booh 
Of Taxes. 

Introd. H AVING already explained the efFe^l 
of taxes upon domeftic circulation ; it now remains 
to invefligate the principles by which they are to be 
impofed on their proper obje£ls. 

Chap. 1. I divide taxes into proportional, which 
afFe£l confumption, or, more properly, what may 
be called expenfe ; cumulative, which affe<S pro- 
perty ; and perfonal , which confift in perfonal 
fervice. Thefe I explain by giving examples of each. 

Ch -V p. II. Proportional taxes may be fo impofed 
as to affe^l almoft every expenfe of living , and as 
all expenfe fliould arife from income, not from flock, 
the firft principle of taxation, is, to confine all im- 
pofitionsto income only: whatever affeils a capital 
isopprelTive and unjuft. But as in all expenfe there 
is alienation , although in all alienation expenfe is 
not implied, the beft method to. avoid the miftake 
of raxing flock inftead of income, is, to impofe the 
tax in fuch a manner as to affe£l the conCumers only ; 
in which cafe, whoever buys to fell again will draw 
the tax completely back. 

Chap. III. In this chapter, I fully explain the 
operation of drawing back proportional taxes. 

When the commodities charged with fuch taxes 
are either not confumed by purchafers , or by the 
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induflrious clafTcs, they are conftantly drawn back, ' 
except fo far as the confumption made by the latter 
is an article of fuperfluity. 

Hence I conclude, that the price of lahoT is raiftd 
by proportional taxes, in proportion to induftry 
only, though the price of the commodily taxed be 
raifed in proportion to the tax. Confequently, the 
more taxes are found to increafe the price of labor, 
the more we may conclude in favor of the induftry 
of the manufafluring claftes: and the more they 
bring into the exchequer, the more we may conclude 
in favor of the eafe and opulence of thofe who con- 
fume the objefts of fuch taxes. 

Chap. IV. The proper objeft of cumulative taxes,’ 
is the large pofTeftions of the higher clalTes of a 
people, which can bear. a diminution in favor of 
the ftate, without danger of encroaching upon their 
necelTary oY eafy fubfiftence. It is not fo when they 
are laid upon the lower claftes ; becaufe thefe are 
either compofed of the induflrious , or of beggars. 
The firfl fhould be enabled to draw back from the 
rich, what they advance for the public fervice. The 
latter have nothing to give; to tax them is but 
adding to their mifery, without relieving the wants 
of the ftate. 

The great advantages of proportional taxes over 
the cumulative, may be reduced to three. 

into. The proportion between the tax and the 
obje£l taxed is determinate. 

idoj The proportion may be known to every 
body. , » 

3 no. The time of paying the tax is regular and 
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gradual ; becaufe in paying for the commodity you 
pay for the tax , and your liberty in buying luch 
commodities is unreflrained; confequently , the 
expenfe is fuppofed to be" in proportion to what 
your income can afford. Whereas in the cumulative 
taxes , it is, firft , hardly poffible to preferve the 
proportion between the tax and the eafe of a per- 
fon’s circumft.inccs. In the fecond place, it is 
impoffible for the ftate to afcertain exaflly that 
proportion. And in the lafl place, the demand for 
the tax is nude at a time when people are often 
unprepared. 

Chai*. V. Theprincipal inconveniences alledged 
againft proportional taxes, are, i. lhat they raife 
prices: a. Difcourage confumption: and 3. That 
they are oppreffive and expenfive in the colleti^ion. 
Tliefe inconveniences are more apparent than real, 

, as will appear from what follows. 

imo, A proportional tax, rightly impofed, and 
properly levied , will undoubtedly raife the price 
of the obje£ls taxed ; but it will only confequen-. 
tially raife the price of the labor of the induflrious 
man who pays it; becaufe he will draw it back 
in proportion only to his diligence and frugality. 

The price of labor is regulated by demand, and 
is influenced only by proportional taxes. 

ar/o, As to difcouraging confumption, if taxes 
raife prices, this circumftance proves the inereafe 
of confumption ; becaufe if confumption were to 
diminiffi, taxes would not be paid, and prices would 
fall of courfc) even to the detriment of the in- 
duffriuus. Thefe are always the confequences of 
proportional taxes, when wrong impofed. 
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3//0, As to the expenfe and opprcfRon in levying 
them, thefe inconveniences are, in a great meafure, 
in proportion to the difpofirion of the people to 
defraud the public: for when they^ are fairly, 
paid, and hom-Aly colle£led, proportional taxes 
are little more expenfive, and infinitely lefs op- 
prefTive than any other. I conclude my chapter 
by fome obferv'ations drawn from the praflice of 
different countries, which point otit a method of 
avoiding both the ojipreffion and the expenfe of 
levying proportional taxes. 

Chap. VI. All taxes are paid out of the circula- 
ting money of a country; confcquently , they 
cannot exceed a certain proportion of that fum. 
It is not, therefore, from the value of the property, 
or the quantity of confumption, that any one can 
form a guefs of the probable amount of taxes , 
fo much as from the eafy and expeditious circu- 
lation, which facilitates alienation and fale. 

Were taxes, indeed, paid in kind, they might bear 
a proportion to fruits and labor; but then they 
would diminifli the fund of fubfiftence: whereas 
they now draw a fhare of that quantity of money 
which circulates through the hands of every in- 
dividual. V 

The great difference between cumulative and pro- 
portional taxes , confifts in this. That in the firft,' 
he who pays them cannot draw them back in: 
proportion to his induAry ; in the laA, he may; 
but fo far as any one of an induArious clafs proves 
idle or extravagant, every proportional tax wiK. 
affed his daily profits, as every cumulative ^ 
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will affed the income of a fund already acquired. 
This dedu£liori of principles is of great ufe in im- 
pofing taxes ; becaufe it points out the method of 
giving to many cumulative taxes ufually impofed 
on the lower clafles, all the advantages of thofeof 
the proportional kind. 

Chap. V'll. Taxes ought to be impofed for the 
benefit of the public, not of private people: and i 
while that objeft is fulfilled, taxes are beneficial in 
every refpedi When they are properly levied, 
they only abridge unneceflary private expenfe: 
when they are properly applied by the ftate, they 
advance improvement everywhere; andthofewho 
have fortunes already acquired, will be brought to 
contribute to the eafe of the lower claffes. 

Thus by the help of cumulative and proportional 
taxes, rightly impofed, and rightly expended, cir- 
culation is greatly increafed ; induflry is advancedj 
the public good is augmented , not diminifhed ; 
and the burden of payments becomes fo equally 
proportioned, as not to be felt in any degree fuf- 
hcient to overbalance tlie advantages refulting from 
the general fyftem. 

Chap. VlII. Having faid that cumulative taxes 
afledl the income of funds already acquired, 1 
obferve, that this income proceeds from moveable 
or immoveable property. The firft of which will 
conftantly avoid the grafp of every’ ftatefman who 
attempts to lay a tax upon it Cumulative taxes, 
therefore, if carried to their utmoA extent, may 
abforb the whole income oi immoyeable property s, 
but of that only. 
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Proportional taxes, again, have been faiJ to 
affc;£I the fuperfluity of thofe who confume the 
objefls of them ; confequently, if every thing which 
is confumed were firft to fuller an alienation for 
money, a proportional tax might be impofed 
upon it. 

The method, therefore , of carrying proportional 
taxes to their utmoft extent , is , to draw to mar- 
ket every thing confumable; and infenfibly to raife 
the tax upon it, fo high as to abforb , as much 
as poflible, the whole fuperfluity of the confumcrs. 

Taxes being carried to that height, the ftate will 
become proprietors of the whole income of the 
immoveable funds, and the induflrious claffea 
alone will augment their wealth, in proportion to 
their frugality. 

krom thi» general principle it appears, that for 
the eAablifhment of proportional taxes , confump- 
tion is requifite, together with alienation; con- 
fequently , where alienation takes place without 
confumption , as in the fale of lands , and other 
immoveable fubje6ls , a proportional tax cannot be, 
properly , impoled. And alfo where confumption 
takes place without alienation , as when the fruits 
of the earth are confumed by thofe who raile them, 
proportional taxes cannot , with any propriety , 
be levied. Farther, r ' 

As taxes do not bear a proportion to effe£ls, 
but to circulation , it follows, that they can only 
be raifed, properly, upon alienation by fale. 
Many examples however may be found of pro^ 
portional taxes, impoled in different countries^ 
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where neither fale or even alienation takes place. 

Thefe 1 obferve to be the worft kind of pro- 
portional taxes , and the moft opprtflive to thofe 
who pay them. 

From the principle that taxes are in proportion 
to circulation , and not in proportion to confump- 
tion , we difcover the reafon why of old they 
were fo difficult to be raifed. Confumption then 
went on as now , in many refpedis , in proportion 
to the number of inhabitants ; but circulation , 
that is, alienation by fale, bore no proportion to itw 

The effedl of every increafe in circulation is to 
fwell the amount of taxes; and when they are 
extenfively impofed in a country of induflry, the 
whole currency is thereby made to flqw through 
the coffers of the public, as the bloo^ of the hu- 
man body flows through the heart, and is by that 
diffufed through every member. 

Chap. dX. 1 next examine the confequences of 
a total abolition of taxes, the better to difcover 
the effedfs which fuch an alteration would produce, 
firft, upon the profperity of the whole community ; 
and next , upon that of the principal claffes of 
inhabitants, which compofe it. Thefe I reduce 
to three. 

. iwo, Thofe who adminifter government, and 
who are maintained from tlie amount of taxes. 

• An abolition of them , with refpedl to this 
numerous clafs, would draw confequences along 
with it , diredlly deftrudlive to their intereft ; and , 
confequently , prejudicial to that of all the induf- 
txious claffes who fupply their confumption. 
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^do, With refpe£l to the fecond clafs, which I 
fuppofe to be coinpofed of the induftrious^ part 
of the people , I obferve , that an abolition of 
taxes muft proportionally imply a diminution of 
circulation ; this would produce a proportional 
diminution upon alienation ; confequently , would 
interrupt the induAry of many , and thereby throw 
them into a hurtful competition among themfelves 
for fubfiAence. And as it has been proved, that 
the induArious clafles pay no taxes, as matters 
ftand, providing th^be diligent and frugal, they 
.conleqnently would nothing , and miiA /o/e a 
great deal by the abolition of them. 

3//o, In the third clafs I comprehend thofe whom 
we have hitherto conhclered as the opulent and 
idle confumers. Of this category the proprietors 
of land form a confiderable branch: They , we 
have faid, drawback no part, either of the cumu- 
lative or proportional taxes, which affeil them; 
but although they be deprived of that imrfiediate 
imdemnification , competent to the induArious^ 
they reap, in another way, advantages which 
jnore than compenfate all the burden laid upon 
them. Thefe proceed from the confequences of 
that fpirit of induAry which is diffufed over the 
whole people ; in confequence of which , their 
lands are improved, the produce of them is rea- 
dily difpofed of, and what proves fuperAhous for 
domeAic confumption meets with a ready mar- 
ket abroad , and thereby fupports the value of 
all produdtions within the country. 

It may be afked, then, where the burden of taxes 
Vox,, y. ' . . G c 
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falb, fince every clafs of inhabitants feems to. gain 
fome advantage by them ? 

I anfwer, that they imply no burden when rightly 
impofed. The augmentation of induftiy', in con- 
feqnence of the increafe of circulation, provides a 
fund of Well employed time , which , converted 
into money, is more than fufficient to pay all the 
taxes not immediately affefling the income of folid 
property; and the conftant improvement of this, 
in confequencc of the former, is more than fufficient 
■ to indemnify the land-prop^tors. " 

Taxes, in this light , refemble the expenfe laid 
out upon new eftablifliments for improvement; 
becaufe in their confequences they augment the 
profperity and eafe of the whole people , not by 
being levied, but by being properly applied, as is 
farther explained in the next chapter.^ 

Chap. X. Here I examine whether taxes be a 
fpur to induftry, as fome pretend. 

' The doubt concerning this point has arifen from 
what daily experience has fliown , that nations 
become induftrious in proportion to the taxes they 
pay. It is not very evident, that the payment of a 
tax by any perfon lliould enable him to difcharge it 
with more facility, unlefs it b^from the profit he 
reaps in drawing it back from others, with an ad- 
ditional profit to himfcif. But it is palpable that the 
amount of taxes being properly expended by a ftate, 
will increafe circulation , and.give frelh encourage- 
ments to induftry of every kind. ^ 

I cldfe this chapter with a fhort reprefentation of 
the nature of ancient and modern circulation, ac- 
companied with obfervations upon their refpeilive 
effedis in rendering mankind induftrious. 

- ■ . \ 
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Chap. XL Of all cumulative takes, that laid npon 
land-property produces the greatell amount , with 
theleaftopprtlTion to the contributors. T his leads me 
into a particular inquiry into the nature of the land- 
tax, as it is eftablinied in Great Britain, and in France. 

To render a land-tax equal and eafily born, the 
impofition ought to be preceded by a fair valuation 
of every article of revenue intended to be taxed, and 
Jio other income, but that proceeding from an 
immoveable fund of property, ought to be affefted 
by it. From this 1 am led to difapprove of the 
method of afTeffment eflablillied in England by the 
land-tax; and alfo of blending a tax upon folid 
property, with an equal impofitiop upon perfonal 
eflates, which we have fhown to be of a nature 
incompatible with cumulative taxation. 

The defe£ls of this kind of impofition in France 
( where it is called the tailk ) are different. There 
the rents of lands, which are the proper objed of 
every land-tax , are frequently withdrawn from 
under the influence of it, in confequence of the 
privileges enjoyed by the higher claffes, which are 
exempted from the tailk. The confequence is, that 
the French land-tax (alls upon that part of the lower 
claffes who are employed in the cultivation of the 
foil. From this proceeds a double inconvenience. 

If thofe who cultivate are proprietors, their 
portions are, commonly, very fmall, and a land-tax 
which would be light to a confiderable proprietor, 
is quite intolerable to thofe who draw little more 
from their portion than what is necelTary for their 
own fubfiftence. If thofe who cultivate are leiTees to 
tile more confiderable proprietors, the burden falk 
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npon them indel^endently of the land-rent, which 
ought naturally to bear it. 

As a proof thatthis is a true reprefentatioii of the 
matter, I review the Marechal de Vauban’s fcheme 
for new modelling thefyAem of French taxation; 
and from the intolerable opprefTion which would 
follow the execution of it , ■ we may judge of the pre- 
fent ftate of taxes in a nation where that fcheme was 
intended as a confiderable alleviation of their burden. 

Notliipg but the eflablifliment of ifidufiry and 
extcnfive credit, with afubftitution of proportional 
, taxes, inflead of the many cumulative ones, im- 
pofed on the lower clafles in France, can ever 
produce a facility in paying the confiderable im- 
pofitions laid upon that nation. 

Chap. XII. The mod proper method of impofing 
a land-tax is , without doubt , to confine the im- 
pofuion to the rent of lands only, and to lay it on 
in proportion to them. Rut how is it to be expefled 
that ever fuch a plan can take place in a nation 
where the proprietors of land govern the date? In 
France, the power of the King has never been able 
to eftablilh a tax upon the rent of lands, for any 
longer duration than that of a foreign war. In. a 
neighbouring nation, it has now been eftablilhed 
for the greateApart of a century. Were it there to 
become perpetual, it might be converted into a new 
j domain, or it might prove a fund for difcharging, 
at once, a very great part of the national debt. 

When taxes are impofed, it isofgreatconfeqnence 
to eAablifha right adminiArationof them. The eafielt 
' method for a Aate , is to give them in farm ; and 
this was the general pradlice every where , on the 

I 
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firfteft^blin»nient of taxes. But here no general rule 
can be laid down. 

Cumulative taxes are better adminiftered by com- 
milTioners, than let out in farm. The operation of 
levying them is fimple; but when they are farmed, 
the lower dalles of the peopleare aptto beopprtfled. 
When farms are properly eftablifhed , an open 
inanagement of them is abfolutely requifite : from 
this new improvements naturally arile , which give 
to the farm almoft every advantage of the manage- 
ment by commiHioners. This improvement is, to 
divide the profits upon the farm between the ftate 
and the farmers : a plan put in execution in J? ranee 
not many years ago. 

No queftion whatever appears more difficult to 
refolve, than that of alceriaining the fund out of 
which taxes ought to be paid. Through the whole 
courfeof this inquiry, 1 have endeavoured-to Ihtiw, 
that the real fund of taxes is the money circulating 
among the inhabitants, either in confequence of 
fale,or of payments. In order to expofe this queftion 
in a new light, I have commented upon two paffages 
of Davenant, where he eftimates this fund from the 
quantity of national confumption. , 

From this he is led to compute the yearly taxable 
expenfe of every man in England at 8 /. fterling; 
when perhaps the circulation of money through 
the hands of many may not be twenty lliillings: 
whereas, according to my theory, it is thefe twenty 
Ihillings only that can be laid under any taxation 
whatever. 

I thought this method of comparing the refult of 
Daveiiant’s realoning with mine, might better ferve 

Cc ^ " 
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to fnpport jhe latter than any other I could contrive. 

The laft qntftion propofed in this chapter is no 
more than a hint to fhow, that a proportional tax, 
laid upon meat and drink, is the moll proper equi- 
valent for a land-tax; becaufe thofe who purchafe 
their fubfiflence with money are , according to the 
principles ol the fiifl book, thofe who confume that 
part of the fruits of the earth which is equivalent to 
the land rent. If this be arbitrarily laid under an 
impofition, by a pound rate, or otherwife, the 
proper drawback, if any be allowed, fhould be from 
a tax laid upon thofe who confume that part of the 
earth's produce which belongs to the landlords. 

1 have now concluded this inquiry, according to 
the plan I at firft propofed. It is the fruit of eighteen 
years clofe , though agreeable application ; inter- 
rupted only by many intervals of bad health, and 
many flrokes of adverfe fortune. 

It never was, till lately, my intention to offer to 
the public, during my life, what I had Gompofed 
purely for my own inftruilion and amufement. But 
upon comparing my fentiments in feveral point! 
'with thofe of the generality of my friends , they 
have been found fo widely different, that I wa* 
thought in duty bound to my country, to fubmic 
them to the criticifm of the public. 

To this I have the more willingly fubmitted, as I 
thereby fhall purfue my firft intention in taking my 
pen ; which was, to clear up my ideas on hisfubje6t 
And fince I can now draw no farther knowledge 
from my own inquiries, I muft expeil it from the 
criticifms of thofe, who may think it worth their 
while to animadvert upon my notions. 
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bank of England, 272. Dangers.to which it is liable, 27}. 
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Ancients , their fimplicity of manners , how compatible with 
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By what means her credit is fopporred , iv. g. Short 
ftjte of its prefent taxes, debts, and funds, v. 6j. 
Compared wiih thons of France, 1 14. 

BitUien , how the price of, is regulated, iii. 5^ 17^, 
Why dearer in England than in France, 167. The 
advantages of this to France, 1 68. Brought to the mint . 
when trade is favorable , 196. The caufes of its rife and 
fall in the Eng'ifh market explained, iv. %oj. 

Buyers and fellers , the intereR of , examined , iii. ii;. 

c. 

Canada, the principles of the European trade to, inquired 
into, L 847 . 

Cantillon, Mr. his remark on the courfe of exchange 
between London and Paris, iii, 171. 

Capet, Hugh, the nature of his jurifdiAion compared 
with that of a ki^g of Poland, L ti6. 

Charity, modern, fhown tp be impolitic, ii. 867. ^ 

C/u'/r/, remarks on that pofition of his, that the legiflature 
can keep down the rate of intertR to the level moft 
advantageous for trade, iv. 8g. 

Circulation, in a political fenfe , explained, ii. 146, 
liluRrated by a party at quadrille, I4H. How to be ex. 
cited, I. IlluRrated , n t. When it fhould be checked. 
itg. Foreign and domeRic , to be diRinguilhed , tiiti. 
How affidlcd by the payment of a wrong balance of 

' trade, iv. Comparative inquiry into the Rate of, 
among the ancients and moderns, v, 87«. 

Cities, ths growth of, accounted For , L 6^ Defcribed as 
. under a f.udal government, dd In what refpedts ad. 
vantageous to a country , See Corporations. 

Clajjet of mankind , the advantages of calculations and billi 
of mortality diRinguifhing them , L 94. 

Coin, new regulations for, propofed. iii. 14a. The term 
defined ', aio What the beR , form to be given to it , 
S)8. Difference between , and nedalt , id. Gold , River, 
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and copper, remarks on , Never found to exceed 
the ufes of circulation, iv, How the obligation o'^birki 
to pay in , arofe , and the confequences of that obligati"'n, 
72. French, account pf its variation about the time of 
the death of Lou's XIV. i*;8. See Afonry. 

Coinage, duty on, iii. i S4. Its fitft intrrdudfion muft reduce 
the prices of comm ditics , i ^6 Confequences of the 
exclufi VC privilege of, icj^. The price of, in France, i7X» 
H w the paying for, aff tSs the profits on goods exported , 
iRt. How it affeds the profits or goods imported, 1 86 How 
it influences thr prices of inland commoditi s, i gz. ExperU 
ment in, propofed, 201. How the imprfiti n,of, will 
affect the credirors of Great Britain, 219. How it advance* 
the credit of Fra ice » 220. 'Wheth-r the impofition of, 
in England, would not frequently flop the mint, 229. 
When advifeable to impofe a duty on, 1 88- How im- 
pofed, 180. By authority, 190. By confent, ib. The 
confequences, ib. 194. , 

Colbert, Mr. remarks on, L 88. 

Commerce, an examination of the various principles by 
which it is regulated, L 2tt. 

Commodities, in trade, what ernfiderat'ons enter into the 
fixing prices on them, 24a. Con'umabie, dftingufhed 
from permanent property, ii. 129. By what the pr.ces of 
them are regulated, iii. y. 

Companies, mercanti'e, an inquiry into the advantages and 
difadvantages of, ii. 272. 

Competition, its effed on trade, L 260. Three queft'on* 
relative to, 264. Among nations , its operation, 
Among workmen, the nature- of, examined, ii. 72. 

^Conquerors, why the government of, heavy to be borne, L tj. 

Confumers and producers, their relation to each other , and 
the political balance b tween, confidered, ii. 

Confumption of prodviiions of the earth, the queftion whether 
a frugal or prodigal one, be for the advantage of population, 
argued, L i 87 . 

Corn, differen'-e between the price of it being lowered by 
plenty, and by importation, ii. 4^ Expedient propofed to 
affiff a people during a fcaicity of, 42. 
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Corn-tradf., general refleflions on, L 28 t. On exportation 
and importation oF, ;o;. ‘ 

Corporations, reflections on, ii. Whether checks upon 
induftry, 91. Regulations of German ones, gj_. 

Corjicans, the real flats of their contefl with Genoa, ii. ao;. 
Corvee, in the French revenue, what, v. 176. a. 

Country, the love of, in individuals, how to be underftood, 
L 2t8. 

. Courage, where likely and where unlikely to be found, ii. 24.7. 

' Credit, a definition of, iv. Why feldom found perfedtiy 
folid, under a pure monarchy, <L VC'hy that of France is 
fo fludluating, j. Why that of Great Britain fo well 
eftabliflied, g. Not yet fixed upon true princ pies, IR. 
Tne various kinds of, $2. Their charadVerift'C differences, 
< 4 . The nature of, examined into, ii. H 4 - Its commercial 
^ advantages , n<. Public , how the interna! balance of 
wealth is affedted by it, 141. 

Credit, public, brief flcetch of the birth and progrefs of, L 
27<. The utmofl extent of, how to be determined , vv. 
I4-7- The rife and fall of, explained, 5. Of anticipations, or 
borrowing money upon alTignments of taxes , for the dit 
charge, ot principal and interefl, S, Of France, flate o^ 
before the death of Louis XIV. 2^ A comparifon between 
that of France and England, in the t mes of Richiieu and 
Davenant, Of Great Britain, thfe prefent flate of, 40. 
Credit, private, the fubdivifions of, iv. Flow to carry, to 
its greatefl extent, ^7. 

^Credit, debts and taxes, confequences of the change produced 
in the policy of induflrious trading flates, by the eflablifh. 
m'cnt of, V. 1 17. , 

Creditors, the intercft of, always the predominant, and what 
determines the intereft of a nation, iii. na. Public, th^ 
intereft of, examined, t^o. - 
CuMulative rax, the term defined, v. loe. See Tax. 

Crop, plentiful, of Grain ki England, inquiry what proportion 
icbeaisto the annual confumption, L I 44 . Difference 
' between a reputed good and bad one, 148. 
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D. 

Davenant, Dr. his corredlioti of Sir William PeHy’s com* 
potations, L His fcheme for land and poll taxes to 
rai'e the government fupplies, inquiry, into the expediency 
of V !£. His reafons for recommending the farming of 
ta\e , Xoz. 1 

Dtbtr , pubi c, the various oonfequences of, v. i. The 
mahods of cont afling and paying off, 149. The two 
tlaffes of, 160. The confequence which W'ould refult 
from an immediate difcharge of them,' i6t. Of England, 
at^he peace of Ryfwick, what, ig- Progrefs of, traced, 4^ 

Demand, a definition of that word, in a commercial view, 
L 2 ^ 9 . High, and great, diftinguifhed, 240. Dillinguiflied 
from competition , 261. ii. 29|. The different accep- 
tations of that word enumerated, 289. 

Demand and work , an inquiry into the Caufes which 
influence an alteration of ihe balance between , L 286 . 
The duty of a ftatefman to affift and permit gentle 
vibrations between, 502. 

Democracy, how it differs from monarchy , L Jig. How , 
tney aff ct trade rerpedfively, t to. 

Dcpendajtce, in fociety, three kinds of, diftinguifhed, L |i 2. 
On courts, the principles on which it fubfifts , anallzed, 

ii. 124 . 

Depopulation, the moft efferftual caufes of, i. 14^. 

Defertion, among fjldiers, the caufe of, pointed out, L igr< 

Difeafet, political, certain fign of, L 90. 

D’ffipationf the benefits of, to induftry, ii. n 7. 

Ducats, examination of the new regulation of in Holland, 

iii. 1 1 1 . 

Dtttot, M. his fentiments on paper credit with reference to 
the affairs of France, iv. 184. ipd. 



Economy, general definition of, L L. Family and political 
diftinguifhed, 2. Political, when brought to perfection, 109. 
Edinburgh, hints for the improvement of tho banks there, 
iv. tij. 
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Etti^land, the idlenefs and luxury manufacturers, of more 
prejudice to its foreign trade, than the h'gh taxes, v. eon. 

Eng’and or France, which the mod populous, L 

Equality of pojfejjions in a Jiate ^ the confequences of, 
examined into, ii. ij-j. 

EJiate, the difference between one near the metropolis,, and 
one in a remote province,/!. 7t, 

Evil, ro fuch thing in the univerfe, ii. 

Europe, the gre^t revolution in the political fyftem of, and 
, the caufe to which :t is owing, L 1 1. 

Excefs, import of that term, ii. Dillinguiihed from fen- 
fual ty and luxury, 6 a, * 

Exchanp,e, the bed meafure for valuing Currency, iii. da, 

, How the courfc of it is regulated , 1 66. 177. Whether 
the lofs which the courfe of it roaiks on the trade of 
Great Britain with Ffcnce, be real or apparent, 182. 
The fiid principles of, iv. 27 <. The d fficulties which 
occur in paying balances, 28a. How thefe payments are 
effected, 30 a. The operations of, between London and 

•- Paris, 308. 

Exchequer, its circulation with the bank, explained, iv. 163. 

Excife, the accounts of, how ffttled between the exchequer 
and the bank, iv. 164. When itfird took place, v. 

Its effects at that time, ih. In what the op reflion of levying 
confids, 209- /Defect of, and the ill effeCts arifing, 211. 
Hints for remedy ng, 21 e. 

Expeufe, the word defined, and the fenfes in which it is ufed, 
didinguifhed, L ^i. 

Exportation, the proper means of encouraging , ii. 2^ Re- 
flections on premiums for, 45. What the mod profitable 
branches of, 103. The proper conduCt when that of a 
nation is reduced to the articles of natural produce, rod. 
Why thofe manufacturers who work for , the poored of 
thofe in a date, iii. 162. Theory of the prices on articles 
of. 164. 

F. 

Etrli of man, conrequences pf fhown , ii. at 2. a. Con- 
clufions drawn , on the fuppofition that it had not taken 
place, sj}. »• 
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Feudal fyflem of govertiment , how departed from in the 
prefent form?, L hy taxes fo little found under, 

ii. ) 1 1. Subordination of the d ft'erent ra-^ks under, how 
founded, L Its influence on trade, ?22. 

Feudal governments, three remarkable ftages, through which 
thej have changed to the p^efent forms, ii. la;. 

Fisheries, hints for the proper eftiblifliment of, ii. zfie. 

Fleuri, Cardinal, his experiment to fix the par of exchange, 
iv. }!?. 

Foreign minijfers, political hint, as to their accommodations 
in the countries where they are fent to refide , ii, go<. 

Forejialling, why a crime, L i6e. 

Forejls, whether extended by an increafe in the confumption 
of firewood, L 19;. 

Foundling hofpitals recommended, L 98. 

opportunity for providing fof, pointed out, ii. J4. 

Fourage, in the French taxes, what, v. 1 S9- tr. 

France, reflrtflicns on the ftate of agriculture in, L 1S7. The 
progrefs of luxury in, compatible with the profperity of 
her foreign trade, ii. The principle on which the 

railing and finking of the numerary value of the coin there 
in former times is accounted for, iii, t X4. The policy of, 
with regard to its coin, why not eafi y underftood , 19I. 
Remarks on the currency of its coin, 22;. Regulations 
of, with regard to coin, bullion, and plate, 241. Price of 
coinage there upon filver, 24;. Ditto upon gold, ib. 
Proportion bctweeita French grain weight to a grain troy, 
24.6. Proportion bi tween the louis and the guinea, :b. 
Advantages of the French regulations. 248. High price of 
bullion at Paris in 1760, 249. Prefent ftate of the wearing 
of the French filver join, ih. Fludluat'ons of credit, in, 
iv.' Chronological anecdotes of banking there, 1 96. 
How its credit was deftroyed in 1720, 241. How a 
bank may even now be fafe'y eftablifhed there , 147. 
State of their debts, funds , and appropriations , at the 
peace of 176; , v. Extent of annual fupp’ies of, 
from 1796 to 1762, ^ Courts of juftice in , how reifr 
dcied opptellive, 107. Method oflevying the taxes in, 1 12. 

o 
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The nature of the taxes impofed there, explained, ipoi 

Trance and England^ which the moft populous, L ijj. 

Fret gifts in France , impofed in »i 7^9, v. gj. a 

Freedom of a people, in what it corfifts , i. jtz. 

Frugality , the proper means of preventing the ill effeds 
of, when it takes place in a luxurious (late, ii. a 6. 

Fund, finking, the fitft foundation of , v. 48. 

G. 

Gabelle , in the French taxes , explained , v. iq<?. ». 

Garden, kitchen, why moft frequently found in the neigh* 
bourhoed of cities, L i84- 

Cee , Mr. remarks on his obfervations on the balance of the 
Englilh trade, ii. 220. ‘ 

Germany , Remarks on the ftate 6f agriculture in , L 121. 

Governing, in what the art of, confifts j L liL 

Covcrnnient , the republican form of, moft favoiable to trade 
and induftryj L 1 1 8. 

Crain, inquiry into what proportion a plentiful crop of^ 
in England , bears to the current annual confumption , 
L 144. Inquiry into the diff.-rence between a plentiful 
year and a year of fcarcity , ico. The price uf,'rrgul. ted 
by the abilities of ihe lowcft clafs of people to nur hafe 

• it , ii. iR I. The good effeeft which would refult from 
prefcrvii.g the price at fome uniform ftandard, v. 207. 

Greece, ancient, remaik on the difpaoportion tetween the 
prices of necelTaries, and elegancies in,ii. 184* Accounted 
for , 2^1. Its treafures fuppofed equal to the mines of 
the new world, 22s. 

Guinea and louit , proportion between , iii. 246. 

Guineas , an examination into the confequencts of bringing 
down their currency to twenty {hillings , iii. jJz 

'L . , IL 

Harris, examination of a paflage in, concerning coin.’ 
iii. 110. 

Helots, 

o 
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Helott , their cruel treatment under the Spartan government, 
L nt 

Jlenry VII. wife regulation of, for the prefervation of bullion, 
iv. 299. 

Holland, the principles of its conftitution inquired intOj 
L 2gq. Regulations obferved in, with regard to coin and 
bullion , iii. es i. Regulations of the Dutch mint , 2^2. 
How they reckon their filver ftandard , ib. Mint price of 
fine filver , 2< 4« Price of coinage there , ib. Of the 
Dutch gold coins, ats. Mint price of fine Gold, 2^6. 
Price of coinage upon ducats , ib. The rijder , 2Q. 
Utility of not fixing the denomination of ducats , 2 s 9. 
How to find the proportion of the metals in the coin of 
Holland , and a wonderful phcenomenon in the value of 
ducats, ib. Quantity of fine filver in a florin piece, 261. 
Quantity of fine gold in a florin of rijders, ib. Invefliga* 
tion of the proportion as to the ducat , ib. Proportion 
between the mint weights of Holland , England , France , 
and Germany, 264. Defedts of' the filver currency of 
Holland, 270. Frauds of money-jobbers there , 37 j. 
Reafon of the apparent fcarcity of filver coin there, 
276. The great multiplication of taxes there , v 2; 4. 

Horfts , whether the keeping a fuperfluous number in laigei 
cities , a public difadvantage , L 1 91- 

Hume, Mr. examination of his dodlrine concerning the in^ 
fluence of riches on the price of commodities, ii. 178- 
Concerning the balance of trade , 201. 

J. 

Jacob the patriarch , an idea of primitive fociety , borrowed 
'from the hiftory of him and his family , L 

JaniJfaries , Turkish , and the Pretorian cohorts of Rome, 
parellel between , L ^24. 

Idle perfons, the multiplication of , a load on fociety , L 80. 

JcvQ$, their law relating to intereft , iv. 1%. The only 
money-lenders in Europe, until a commercial fyflem pre- 
vailed , ib. 

Imitation, influence of the tafle for, ii. 29. 

VoL. V. D d 
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hdiet, account of the French company of, ij. 191. Its 
revenue, 20<. 

Indttjlrie , in the French taxes , explained , v. 190. n. 
Remarks on this tax , 192. 

Indttjlry , an inquiry into the effedts of, L 176. a definition 
of, 2 21. Diftin^uifhed from labor, 222. Why difficult 
to introduce in a country where flavcry is eftablifhed, ib. 
Whether the caufe or the effect of trade, 226. How it is 
ftimulated , 2t c. The difference between the progress of, 
in ancient and modern times, accounted for, 2t6. Brief 
(ketch of the progrefs and revolutions of, 27 1 - A ftrong > 
argument for a general exercife of, 277. The means of 
extending liberty to the loweft denominations of a people, 

} H . Flourifhes belt under a republican government, 

2 18- Excluded by the fyflem erf Lycurgus, 228. The 
revolution it produces in the wealth of a nation , pointed 
out , ii. 247. The proper diredlion of, hinted , 224- lo 
, what initance it deftroys ffmplicity of manners, 2 < 6. . 

Ancient and modern, the difference of fhown , 260. 
See Indujltie. 

hibahitavts , an examination into that maxim which afferts 
the numb.r of, to be the riches of a country or ftate , L 79. 

Innovations, inconveniences attending, iii. 140. 

IntneJ}, private, the prooer fpring of action in the individuals 
of a Well governed ftate , L 21 8. 

Interefl of money , how permitted under the Mofaic diC. 
penfation, iv. n. When it obtained in Europe, td. 
Upon what principles the rate of, is regulated , i_8± No 
ftatuie for regulating in Eng'and, before the time of 
Henry VIII. 20. Different claffes of borrowers, 2_r. 
Extortions in, how prevented, ib. Whether in the 
power of the degiflature to command the rate of, 22- 
The lowering of, the rife of land, 2^ Proper conduct 
of a ftatefman in relation to , 2^ Probable confequences 
of reducing it below the level of the ftocks, A 
low rate moft effential to ftates carrying on the moft 
extenfive foreign commerce , Whether the rate of , a 
fure barometer of the Rate of commerce , Whether it 
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foils in proportion to the increafe of wealth, ^ o." How aflFedfed 
by the c anners of a people , si. 

Irtland , the caufes which influenced Great Britain to open her 
ports for the importation of provifions from , L toA. 

Island f the progrefs of fociety iilultrated , in a fuppofed 
one, L 169. 



. ■ K. . 

Khtes , their rights not founded on tacit contracts between 
them and th.ir people, L }is. In the oli feudal fyllems, 
more formidable abroad than at home , ii. Lzi. Compared 
with the domeftic influence of thofe under the prefent com- 
mercial fyllcms, 124. 

L. 

Labor , the different obligations to , in ancient and modern 
times, L 72- How the methods of, are to be improved, 

Land, the difproportion between the rents of arab'e and 
pafture , accounted for, L s_7. What the general raifing 
of rents of land may be fuppofed to indicate, Confi- 

derations on t'"e tax s on , v 276. No tegular valuation 
of, made , fince doonifday book , ego. The tax on , how 
levied in Englan 1 , 2S1. What the moil proper method of 
impoflng a tax on , 29 R. 

Landtd inttreji , examination into, iii. 127. 

Landed wen , inquiry whether they might not iffue their own 
notes on thefecurity of their land, without the intervention 
of a bank , iv 40. 

Landed property, the inconvem'ence of minute fubdivifions of, 
L 1 1 2. Ijjquiry into the expediency of the equal diftribu- 
tionof, 1 64. 

Landholder and Jiockholder , how comparatively affedled by 
taxation, v. 127. 

Land tax in Scotland , defed in , v. LSt- 

Larr, Mr, account of thecflabliihmcntofhif bank,iv. 177. 1R2. 

LavpSf none really invariable , in any government , L 9. 

Dd c 
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Ltvify, remarks, on the influence of, in luxury, ii. 

Liberty , public , in what it is underflood to confifl ; L }J li 
Capable of fubfifling under defpotic forms of government , 

^ n. 

Liberty, univerfal, eftabliflied in Europe, and the confequen. 
ces of, L 

Linen manufaclure , by what means it has been augmented 
in Scotland and Ireland . L 1 1 4-» 

Loans upon interejl , if deemed unlawful in a religious view , 
expedient to avoid, ii. 141. 

Locke, Mr. miflake of, correifl.d , in relation to a propofed 
alteration of filviT coinage, iii. 40. loi. 

Lotteries , the advantage of , to the government , v. ^ & 
\('hen only proper to be ufedfor paying of public debts, 1 68. 

Loxendes , Mr. ex'^mination into the prefect propriety of his 
feheme for regulating the coin in itfgs , iii. 10 1. 

Luxury , the t-rm defined , L 4^ it. 6 a. The parent of 
public diflrefs , L ayg In what inflance to be encouraged, 
ii. 4. This farther explained, zsi± How to be effedl d , 22. 
Changes in themodes of, ever diftrefli ng to manufadlorers,2 
Political improvement of this circumflance, 2/L Theintercfls 
affeifled by , 6 a, The mind , 6jl. The body , The 
fortune , 6 ^. The date , ib. Its diffetent effeds on 
different ancient nation', remarked, and accounted for, gt. 
Its effeds in modern time> , g). Prejudicial to courage, 
247 - Modern , the taufe of , hinted , 260. 

Lyertrgut , the tendency of his laws to encourage population , 
fhown , L Why there was noinduftryin his republic. 
His republic the mofl perfed plan of political economy, 
j2g. His laws tranfmitted by tradition only, |2g. The 
fandion he obtained for them , % to. His legulation of 
property, n i. Clothing, wz. The cruel treatment of 
theh lots, 1 1 1. His plan of education, Remarks 
on the aufler ty ofhis inftirutions , ; t6. His care to guard 
againft the Spartans having an intercourfe with foreign 
nation', t yy. Conclufions drawn from a fuppofed adoption 
ofhis fyflem by any modern nation , ;4o. 
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M. 

MacbineSf the introdndlion of, into njantifiu?lurc», whether 
hurtful or beneficial to a Hate, L i f 8* |i* 44 * 

Mankind, in what refpedl alike in all age* , L g. The 
diftribution of their refidenca in a country, how determined, 
dfl. Their number in a free country, in the ratio of their 
food, I4Q. 

Manners of a people, national reculiarities in, noticed, L li. 
The fimplicity of, how it affects population, l 48. 

Manufaliures, the principles which determine the refidence 
of, L ^ Their flourifhing or decaying in particular 
places , accounted for , 242. The proper method of 
lowering the prices of, to render them vendible at foreign 
markets, ii. 2^ Why particular ones cannot be furnifhed 
ib cheap at home, as by other countries, The import- 
ance of their being properly fituaf d, ty. 

Manufaldurers, why thofe who work for exportation are the 
poo eft, iii. 162. More hurt by their own idltnefs and 
extravagance than by taxes, v, 201. 

' Markets, public, their great ufe in trade, L 240. 

Marriage, political confiderations on, L 04 - 

M after, his right to fhare in the profits of his journeymen, 
proved, ii. T\. 

Maxims, general ones, the danger of adopting, L 78. , 

Medals and coin, the difference between, iii. 2t9. 

Megtns, Mr. his fentiments concerning the coin of the 
bank of England, iv. 74 - 

Melon, M. de, his remark on ther proper qualifications of 
a ftatefman, ii. i s o. 

Merchant, obfervations on the profeffion of , L 2 jt. 

Metal, the term defined , iii. Why a fcale of value 

realized in, can never be exarfl, aai. How the proportion 
of thofe in coin, is kept nearly the fame in all European 
markets, ^ i. Why this proportion fo different between 
Europe and Afia, 2ti. How to determine the true intrinfic 
value of thofe in which a balance to foreign nations it to be 
paid, iv. 284. How to remove the inconveniences which 
occur in fuch payments, 29^. 
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Metropnht, the growth of, accounted fir, L <4. A large one, 
wheihiT difadvantageous <o a country, 69. 

'Militia, reflei'tions on, L iRo. 

Minit the effects of luxurious gratifications on, ii. 

Minot, a French meafure, what, v. aod. a. 

Mint. French unit of weight in, iii. 24,1. Weights of Hol- 
land, England, France, and Germany, proportion among, 
264- 

Mijjijippi bank of France, account of the effablilltment of, 
iv. 187. 1 99. 2 1?. Inquiry into the mo'ives for its 
plan,. 4 o?. Not intcntiona’ly a bubble, 2 1 1. How the 
failure might have been p-evented , 2^1. How the credit 
of France was deftroyed in May 1720, 241. 

Modejly, reflections on , with reference to the Spartans , L 
UE. 

Monarchy and democracy, compared, L J LSi Their diff.reht 
influences on trade, % 1 9. 

Monajieritt, magnifi.ent ones, how advantageous to a country, 
ii. 2<8. 

Money, the tcm defined, L 4_L How to be procured, ib. 
The plenty of, productive of luxury, 4^. The eflfcCts of 
the introduction of, on trade, 2t4. Obfervations on that 
of Sparta, ?4o. An inquiry into the principles of the 
circulation of, ii. 128. Real, and fymbolical, what, 1 1 1. 
Illuftrated, y;?. Ready, caution neceffary in taxing it, i6t. 
No real and adequate proportion between, and goods, 1 72, 
In countries of fimplicity, 17I- In countries of induftry, 
in6. Paper, whether advantageous to a nation, ipl. 
Whether a tenfold incrcafe of, in Europe, would raife the 
prices of commodities in the fame proportion, 197. Whe- 
ther any judgment can be formed concerning the balance 
of trade of a nation, barely from the quantity of fpecie 
that is found in it, 217. The dilTipationof byindividua's, 
not expedient to be checked, 272-. Defined, iii. 4. A 
fcale for meafuring the va’ue of things , ib. On what 
principles the value of things is determined, ?. The prices 
of things not regula'ed by the quantity of, d, NeceflTity 
of diftinguilhing between, and price, y. Of account, what. 
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and how contrived, 8. Bank, lo. Angola, if. Urefnlnofs 
of the precious metals in makin?, i_z. Standard, how to 
be adjufted, i^. * D.:bafing and raifing a Itandard, what, 
lA. Alteration of the ftandard, how to be dilcovered, ib. 

Of alloy, ib. Incap acities of metals tj confticuteinva able 
meafures of value, UL The obligatio i of fcch mea'’ure''' to 
be invariable ib. Confequences of thLir varation , 

Defects of a filver ftandard, Arguments in favor of a 
filver ftandard, ib. Anfwers o thofe arguments, 19, 
Uf-fulnefs of an univerfal meafure , 21. Why metals 
incapacitated from perfo ming the ofRce of, 22. ^'earing 
in circulation, ib. Inaccuracy in coining, ib. Coinage 
adding to the va'ue, without adding to the weight, ib. 

The fmalleft defedls of, profited by in trade, ^ Five 
remedies againft the effttfts of the variation in the va’ue of 
metals, Remedies againft other inconveniencies, tju 
Remedies againft the wearing of coin, ib.. Remedies againft 
inaccuracy in coinage, 28, Remedies againft the expenfe 
of coinage, ib. Remedies againft arbitrary changes in the 
value of coin, ib How the market price of the merals is 
made to vary, 2^ The varia i n to be referred to the 
rifing meta’, not to the finking, ib. Of account, how 
made to vary in its value, from the variaiionof the me-aU, 
and the confequences, ]t. What the mean proport onal 
between the value of the metals , ib. The unit to be at- ^ 
tached to the mean proportion, upon a new coinage , not 
after the metals have varie ', The unitl6lstter to be 
affixed to one metal than to both , ib. To what variation 
the unit is expofed, fiom the wearing of the coin, ib. To 
what variation the unit is expofed , from the inaccuracy in 
the fabrication of coin, Variations to whi h the unit 
is expofed, from the Impofi ion of coinage, When 
coinage impofed, bullion cheaper than coin, Exception, 
ib. Variation to which the unit is expofed, from the arbi- 
trary raifing and debafing the coin by Princes , How 
this variation affedls the interefts oT debtors and creditors, 
t9. A miftake of Mr. Locke in ration to , corretfted, 

4 1 . Deferfls in the Britilh coinage, 4^. Of the ftandard 

Dd 4 
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oFEnglifh coin and money unit, ib. Coinage free in 
Eng'and, 4^ The ftandard, when attached to the gold 
coin, Conrequencrs of that regulation, ib. Silver, 
fometimes confidered as a money Of accompt, 4^ Jobbers 
in, their prj( 5 Hces explained, ^o. ^4. Why filver bul ion 
is dearer than coin, yi. What regulates the price of 
bul ion, The intrirfic value of the currency, 
Paper, the ufe of, not hurtful in debaling the (iandard, 
6t. The ftandard how Ihown to have been debafed, 6 ^ 
Pr. of that the ftandard has been deba'cJ by law,' The 

' ftandard at prefent reduced to the value of the gold, ib. 
How the difurJer in the coin may be remelied without 
inconvenienc s, If the prefmt ftand ird be departed, 
from, all other arbitrary, ^ The prefent ftandard not 
the fame with that of Queen Elizabeth , 50. Anecdotes 
of its alterations, ib. Debating the ftandard, chiefly aff.dts 
permanent contradts, 74. Why filver fo fcarce, Con* 
Sequences of fixing the guinea at twenty Ibillings, 

How to fix the pound fterling at the ftandard of Queen 

• Elizabeth, gz. The confeguences of this reformation, 
Sufferers by the debafementof the ftandard, have a right to 
redrefs, But not the whole clafs of creditoss, gi^ 
Whofe claim ought to be liable to converfion, Ob* 
jections againft the principles before laid down, g^ An- 
fwers to them, Upon whom, thelofs incurred by the 
wear of it, falls, Inland dealings not able to fupport 
the ftandard where there are money*jobbers , or foreign 
commerce, qj. Public currency fiipports the authority of 
the coin, not the value of the pound fterling, 100. Tn 
what fenfe the ftandard debafed by law, and in what fenfe 
by the operation of other political caufes, 1 1 7. The 
payments made by bankers regulate all other, i Regu- 
lation propofed for the coin, ii.i. The fir'ft introduiftioa 

* of coinage muft reduce the prices of commodities, 140. 
Why the dodlrine of money appears fo intricate , 200. 
The difference between raifing the value of coin by impofing 
coinage, and raifiof^the denomination of it, 2iy. Whether 
it is the intereft of England to debafe the ftandard.of, 2t4» 
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The borrowing of, for carryine on tradci more relative to 
the merchant than the manufadurer, iv. 4S, 

Montefquitu, Mr, examination of his dcdrine concerning 
the influence of riches on the prices of commodities, ii. 1 78. 

Multipl:catie» of people, the three princip'es of, L no. 

Whether the efficient caufc of agriculture , or agriculture . ! 

of multiplication, ^i. 1 

N. . 

Uation, every intf reft in , entitled to protection, iii. ' ' 

2lations, trading, compared to a fleet of (hips, L to 7 - 

Navigation, remarks on the confequences of the adt of, in 

England, ii. 106. ‘ > 

Naturalization of fhrangers, ineffectual in the view of lowering 
the prices of manufadtures, ii. tS. 

NeceJJaries, an inquiry into the caufe of a rife in the prices 

of, ii. Phyfical and political, diftinguifhed and ex- 'i 
plained, dd. The confumfAion of, how to be afcertained. 

And fuperfluicies , vague terms when different ranks 
of people are compared, L yj8. 

Netherlands, Auftrian, the cities of, in a ftate of depopu- 
lation, and the reafon, ii. n. 

Nobility, the advantages of a numerous one, to a tote, L 
Why their fpirit ought to be preferved, ib. Their 
behaviour in the field compared with that of traders, 84. 
Poor,'refledtions on their fitoation, 8t. * * 

o. 

Ounces, different, a comparifon o^ iv. ggf. a. 

P. 

Padua, obfervationi on the foil and produce of the country 
round, L i8d. 

Paper money, how realized, iv. lii 

Paris, remarks on the ftate of agriculture round, i, t8?. . 

PartifanS in France, what, and cardinal Richlieu’s fenti- 
ments on their condudl , v. ^ Their extortions , why 
not then to be remedied, 12. The prefent regulation of 
them, u- r . . 
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Tay of //if /oW/Vry, political plan for the regulation of, ii 144, 

Payments, th fe made by bankers regulate all others, iii. i l8» ^ 

Petty, Sir Wdliam, his co'nputJtions of the numb.-r of in- 
habitants and confumption of provifions in Fngland, [.54. 

Population, ho\y limited, L 2^ 149. What the mnft cffen- 
ti»l requifite for, jj. Refletllions on the bcft means for nro- 
moting, Inquiry into the (late of, in Great Britain, 

116. Ancient and modern, politica'Iy confidered, t66. 

Populous, inqinry into the meaning of this word, when affirmed 
of a country, , 

Populotifnefs of ancient nations, inquiry into the quellion 
concerning, L yo. 

Pojis for the conveyance of letters , fheir great ufc in com- 
meice, L 240. 

Pound Jierlin^, two legal ones in England, iii. yR. Current 
value of, 5^. How determined , ih. What the good 
meafure of, (to. The value of, how marked by bullion, 

61. How to fix it at the^andard of (^.ueen Elizabeth, 

R2. The co.nfequenceg of this refbrmarion, 

Premiums on exportation of commodities, refledtions on, ii. 47. 

Prerogative, regal, often arbitrarily exercifed, from a view to 
eftablifh public liberty on a more extonfive bottom, L %26. 

Price, what underflood, by, iii. 210. 

Prices, how regulated on necclTa-ies and on fuperfluities, ii. 

9}2, Therifeof, on articl-sofh >me confumption accounted 
for, iii. 160.^ How kept down on articles of exportation, 
i6r. 

Princes, how thofc who incline to rob their fubjeds may avoid 
robbing themfelves at the fame time, iii. gj. 

Producers and confumers, an analyfis of the principles which 
influence the alterations in the political balance between, 

11. y. 

profit and loft, explained and diftinguifhed, L 272. 

Profits, how they confolidate into prime coll, iii. i6Q. Con- 
folidated, the ill effedls of, and how to remedy, ii. 

Property, how regulated under the Spartan government , L 
jji. Inconfumable, what, ii. lag. Confumable, what, 

129 - CooTequences of the alienation of both kinds, no. 
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Incorporeal, 140. Landed and monied, the different 
ways of life of the poff.ffors of each compared, v. 16". tu 
Permanent, the expediency of its contributing to the burdens 
of the date, ii. 16;. Solid, how underftood , iv. 6^. 

Provijtottt, thofe produced in mod countries , nearly con- 
fumed by the refpedlive inhabirants , L 144. The con- 
fequences of an a< gmenrtion in the value of, 2 07. 

Public money , heinous na ure of all attempts to defeat the 
anp'ication,of, ii. ^ 

Public fpirit, an improper principle of aftion in the govetned* 
L 2 t«. 

Public -worit/, not the produce of the wealth of a nation, iL ui}. 

a . 

Quadrille, the idea of cTCulation of wealth fn a date, illuf- 
trated by the game of, ii. 148. 

R. 

Bank, the obligation individuals are under to uphold that 
which they have once attained, ii. ^ , 

Bemuage, in the French durief, explained^ v. n. 

Bevenut of England, at the revolution, its amount , v. 

State of, at the acceflion of Queen Anne, 44. 

Bicbet, an inquiry into the effetds of, before the introdutdion 
of trade and indudry, ii. 228. 

Bichlieu, cardinal, his fentiments on the pnb'ic credit of 
France, v. 2^. His fentiments of the extortions committed 
by the farmers of the French taxes ^ Why rot capable 
of being remedied at that time , 2^ His fcheme for pay- 
ment of the public debts, 4, 

Bofldt, the* advantages of good ones to a country , pointed 
out, i. The making and improvirg of, fhowntohave 
a tendency to dedroy (implicity of manners, ii. 2^6. 

Bomans, ancient'refleftions on the agriculture of, L i liL The 
. confequences of their fubduing the Grecian dates, ii. 2I0. 

Borne, ancient, remarks on the difproportion between the 
prices of neceffaries and elegance^ in, ii. 184 Accounted for, 
2 ) o. Confulai and imperial, its ornamenu compared, 
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Scotland, remarks on the ftate of agriculture in, L tj6. 
Similar inftaiices in other paits of Europe, i ty. Accounted 

. for. lao Kcmark on the variation of the price of oat-meal 
in, ii. 2to. The nature of banking there, iv. 20. 101. log. 

Security, real, what, iv. <6. 

Self-interejl, its extenfive influence and ufe, in a political view, 
L 2u(L 

Senfuality, the terra diftinguifhed from thofe of luxury and 
excefs, ii. 6 a 

Silver, in coin, thefcarcity of, to what owing, iii. ji. 45. •j 6 . 
"Why exported oreferably to gold, t6. Why any remains 
in England, 5^ Rifing in value, ib. The riling of, the 
debafement ofthe ftandard, 11^ Qucftion relating to the 
fcarcity of, in England, 2to. 

Sunplirity of manners, fliown to be relative, ii, 2^%, 

Slavery, the origin of, traced, L 2 ^ Its efF;tfts on the mul- 
tiplication and employment of mankind , Whether 
induflry can be introduced in a Rate where the former it 
eRallifliei, 224. Its operation in America, ats. Real, 
prrf Table to a nominal liberty, yso. 

Society, primitive , an idea of, illuRrated in the hlRory of 
Jacob the patriarch, L ;o. Refledlions on the orefent Rate 
of, compared with remote times of primitive fimplirity, 9^ 
The beR bond of, iii. The beR principle on which it is 
to be governed, 117. 

Societies, human, in what refpedls they all agree, L 8- 

Soil, a rich one„ its difadvantageous effe<Rs on the inhabitants 
of it, traced, L 41 - Why left fruitful countries flourilh 
moR, 44. ® 

Soutb-Sea-feheme, comparifon of , with that of the MiflKlppi, 

v. s 

Spain, remarks on the Rate of hulbandry there, L 118. On 
the depopulation of, 142. 

Spartans, how prevented from having an intercourfe with 
foreign nations, L Their modeRy, tt8- The only 

articles of trade among, j ^9. Obfervations on their money, 
^40. Con dufions drawn from a fuppofed adoption of their 
fyRem by any modern nation, ib. See Lycurgus. 
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Spirit of a people, whereon formed, L lo. 

Standard of English coinage, remarks on, iii. When 
attached to the gold coin, ^ How (hown to have been 
debafed, id. 6s± Nat the fame now with that of Queen 
Elizabeth, Anecdotes of its alterations , ib. The 

debafing of, (hown chiefly to alfed permanent contradls, 
74. In what fenfe debafed by law, and in what fenfe , by 
the opciation of political caufes > Of Elizabeth, its 

advantage over that of Mary, i 126. Alteration of, how.it 
aifeifis different interelis , . 140. A more eafy method of 
making a change in, propofed, t4i. Whether it is the 
interefl of princes to debafe, 2^4. The proper arguments 
again ft it, at?. 

Standing armies, the nature and ufe of, explained , ii. 2^4. 
The confequence of trade and induftry , ztg. The hiftory 
of, 2t9. , 

State, how to preferve a trading one from decay* i. 206. 
Every change in, advantageous to fome clafs or 0 her, ii. a 1 
' Statefman, the term defined, L io8. 200. Modern , his ex- 

traordinary influence and advantages , beyond thofe of 
former ages, ii. yy. The criterion of his abilities, no. His 
adbont not to be eftimated by the rules of private* morality, 
286 . 

Sterps, public, how fat expedient, ii. 162. 

Subordination, how produced in fociety , L 2 ^ Political, 
explained and diftinguifhed, 1 12. The boundaries of, de- 
duced, tig. Wherein that which now fubfifts in 
trading nations differs from that which obtained under the 
old feudal fyftems, %26. 

Superfluities , domeftic competition in the manufatfture of 
them , to be difeouraged , ii. 14. 

T. 

Taille, in the French taxes , explained, v. (90. ». 

Tariffee , in the French taxes , explained, v. 192.21, 

Taxes, general refleeftions on , From what princiole the 

impofition of them is juftifiable ; and the pn per application 
of them, ii. li. The proper ufi: of, in regulating the 
« feveral articles of trade , to fuit temporary circumftances, yy. 
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Why the right of impofing , fcarcely any where attached to 
royalty, The plan of, under pure monarchies, and 
under limi:ed'monarchies compared , 119, The necelfity 
of, under a decay of foreign trade , 120. Thrir internal 
effc.dl- on the people, 14}. Their operation on induftry, 161. 
The expediency of diftinguifhing raifers and confumers in. 
To he regu'ated by the proportion between foreign 
and domeftic circulation , 167. Only a liquidation of the 
• ancient perfonal ,(ervices , 2}4. Hiftory of, 2?6. The 
perpetuity of, argued, 2^8. The confequences of a total 
cellation of, v. 144. The word defined, and the various 
kinds of, fperified, 174. The various objetfls of, or funds 
fbrtaxation, 177. Proportional, affetlf only the id'e, 179. 
In what manner they raife the price of commodities , i% 6 . 
Where they ultimately fall, i87. Cumulative, what, in 
England and in France, 192. Theheightof, in England , 
not fo prejudicial to its foreign trade, as the idlenefs and 
luxury of nianufadurers , 200. Proputtional , their elfeds, 
204. Gool method of railing, 2 1). Cumulative, the 
nature of, explained, 2ig. Compared with proportional, 
22 (. How a cumulative t:x is co- vertible into a proportional 
one , 2*2 2. Confequences of, when the ameunt is pro- 
perly applied,. 22). Of the extent of taxation , 2)1. The 
hardfhip of, in tho'e inftances where no alienation takes 
place, 2)). The difficulty of eftabliftiing, upon barter, ri. 
Draw an additional fum of money into circu'ation, 2)6. 
The extent of cumuhtive taxes , 24). Mahod ofafeertain- 
ing the value of'landed property , 247. Impoffibility of 
efiablifhing , upon ihe income fpringing from money, ib. 
Interefi of a whole people confidered wkh refped to , 2 ? i . 
Confequences of abolidiing taxes relative to the cumulative 
intereliofa whole’ftate , 2t2. Confequences of fuch abo- 
lition , to thiTe who are fe 1 by the produce of taxes , 2)6. 
Judicioully impofed, and equitably levied, enrich a nation, 
267. Whether they promote induftry , 269 Up h 'and, 
confiderations on, 276. On land , how levied i 1 England , 
2R2. Whatthe m ft proper method of impofi'g , on land , 
397. What the heft method of levying, geneialiy, }oo. 

i 
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On land, wliether polTible to be converted into one of the 
proportional kind , ^17. f 

Tii.Wition, why fo little found under feudal government, i. 66 , 

Temple , Sir William , his fymbolical reprefentation of a 
flourilhing (fate , i. 9;. 

Theft, why encou'aKed by Lycurgus among the Spartans, i. J j g. 

Theory , reflections on the benefit of, in the arts , i. gg. Its 
ufe, in political refearches, iii. 2^.' Not exadtiy confirmed 
by experience, and why, 6g. And pradticc , rematkson 
the ditference between , in politiral fubjedfs , ii. 4g. 

Tithe! , under wh t fpecies of taxation tobe ranked , v.‘i9t. 
The moll opprefTive kind of tax upon landed'propertv, ag^. 

Trade, it; beneficial tendency traced , i. i$6. A definition 
of, 221. Whether the caufe or the effedt ofipdullry, 226. 
The progrefs of, traced, 2 }}- A republican formof govern- 
ment, and thofe which approach neared to it , mod favor- 
able to, )ig. Its influence in creating national connexions ( 
ii. 8. Its natural divifion , ^i. Infant, by. what means to 
be encouraged, Foreign, the ruling principles of, ^ 6 . 
Inland, as fuppofed to take place on the extindlion of foreign 
trade, ty. Inquiry into the expediency of laying it open, 
2 if. Natural confequences ofit, 2i2. The intered of, 
examined, iii. 1)4. 

Trade , inland , how it may be made a refource on the decay 
of foreign , ii. 7 9. 

Trade, foreign, padive and adlive didinguifhed , i. 244. 
The progrefs of, traced, 24^. Illudrated , 2tj. An 
examination of the principles on which it may be edablilhed 
and preferved as long as poffible , ii 1 1. On what it is 
founded, 17. Inquiry into the caui'es of the decay of , 22. 
The proper remed es propofeJ , 24. 7 t. Itscx enfiveufes, 
84. The proper remedies in cafes of fuccefsful rivallhip in 
particilar articles of it, 86. How to put a dop to it in 
manufactures , when the balance of it turns againd a nation , 
96. Cautions againd hr-dy meafures in fuch indances, 99. 
The natural confequences which will refult upon the ccfla- 
tionofit, ii^. 

Trading nation , the true policy of , ii. 2. 

Traittts, in the french taxes , explained, 
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Treop ! , foreign , how they become neceflary to a ftate ^ 

ii. 24J. Plan to ruperfedetheneccOity of, • 

Value ^ the exadl fcale of , what, iii. 22t. . . ' . 

Vaubatt , Marechal , obfervations on his fcheme of n:aifiDg 
the land- tax in France , V. 278 . 284-. 

Vice, the proper method of checking, among a people, ii. 162. 

Vineyards > refledl ons on the political tendency of, i. 1 16. 

Vifa, the nature of that commilTion explained , v. jy.- 

VJienJii , in the French taxes, what, v.i 189. «. 

W. 

Wants, reciprocal, the political ufe of, among a people, i. ty. 

War, all hiftory full of, ii. 242. The different methods of railing 
the fupplies for, by the different powers of Europe, v. ) i . m. 

Wealth of a nation , the ill confequences of its remaining in 
few /hards , i. Of ancient 'nations , how differently 
acquired , ii. 8i. Natural confequences of its being with- 
drawn from foreign trade, to domeftic circulation , 116. 
'Whether to be effimated by the quantity of coin in it, 

iii. 204. The laff facrifice a ffr.tefman ought to make in cafes 
of emergency, ii. 101. Obfervations on that of a trading 
nation, 121. Two kinds of circulation of, in a ftate, 14^. 

Weights in different places , the uncertainty of, Ihown , 

I iv. 29}. ». 

Wood , whether an increafc in the confumption of , for firing , 

' a public difadvantage , i. 19). 

Wool, inquiry into the principles which operate in regulating 
the trade in, ii. ig. 

W oollen manufailure , by what means it has been augmented 
in England, i. It4. 

, Words, fynonymous, obfervation refpedting , ii. 

Work, an examination into the alterations of the balance 
between, demand , 2 86. The proper means of lower, 
ing the price of, when increafed by the augmentation of 
the value of fubfiffence , 299. 

X. ' ' 

' Xenophon , his plan for the proper employment of Ae Athe- 
nian people, ii. 2t8- 

. • ' . ' F I N I S. ^ ’ 
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COINS, 

^ \ 

ntained in them. 

• m'mtof the country where it is coined, and is exprt ffed m 
r countries, according to the following pioportlons : , . 



Colonia-grains, are fnppofcd to be equal weights ; and the. 
;lc proportions, 
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Coln.s, 






Silver 


Coins. 


• 




Ciilonla. 


Holland. 


Troy. 


I'aii.s. 


Colonia. 


1 Holland. 


:i 


i.jl.65 


160.43 


429.(18 


529.2 


520.2 


5Si. 




- - 


- - 


S5,()3'5 


104.55 


104. 


1 16.2 




- - 


- - 


171S.7 


2093. 


2080.8 


2324.1 


I 


i3b.8 ^ 


i 52.S 

“ ” s 


1r.39.3s 


1996.4 


19.84.7 


2216. 


I 


i3f>.S 


i 52.8 


163.S.5 


1995.3 


1983.7 


iiib.j 


K 


1-13.34 


ibo. 1 I 


171S.7 


2(K)3. 


20S0.S 


2 324.1 




1 40. i6 


136.55 


1878. b 


2044.2 


2o32.2 


2269.9 




- - 


- - 


81.951 


99.8 


99. 


1 10,82 




. 1 - 




1 S04.5 


2197.6 


2184.8 


2440.3 




-i , 


’ - - 


1720.4 


2095. 1 


20S2.8 


2325-4 




G.J73.5 


7789.2 












137, r3 


153.17 


409.94 


499.22 


496.3 


554.3 • 




- - 


- - • 


204.97 


249.61 


248.15 


277.1 




- - 


- - 


58.-84 


83.23 


82.74 


92.4* 




- - 


- - 


16.39.7 


1996.9 


1985.2 


2217.4 . 




.lISi, 1 


5 1 ifi.Q 


378.3.87 


iboS. 


4581.1 


5i 16. 9 




4114.3 


4593.4 


3-102.3 


414.3.4 


41^9.2 


4 Coo. 5 


7 - 


139.7.5 


i56.i2 

71.48 


179.73 
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not to cut oB' the Margin, but to fold it. J 
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